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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Please state your name and business address. 

My name is Michael Thompson. 

Phoenix, Arizona 85007. 

My business address is 1200 West Washington Street, 

By whom and in what position are you employed? 

I am employed by the Arizona Corporation Commission (‘Commission” or “ACC”) as a 

Utilities Engmeer - Water/Wastewater in the Utilities Division. 

Did you submit Direct Testimony on behalf of the ACC Utilities Division Staff 

(“Staff”) in this case? 

Yes. 

PURPOSE OF TESTIMONY 

Q. 

A. 

What is the purpose of your Surrebuttal Testimony? 

To respond to the Rebuttal Testimony filed by Jeffrey W. Stuck on behalf of EPCOR Water 

Arizona, Inc. (“EWAZ”). My testimony addresses Mr. Stuck‘s comments regardmg the 

Paradise Valley Water District Tank Maintenance Expense. 

PARADISE VALLEY WATER DISTRICT TANK MAINTENANCE EXPENSE 

Q. 

A. 

Did Staff exclude the exterior coating of the Stone Canyon tank? 

Yes. However, the exterior of the Stone Canyon tank was coated on May 12,2012 at a cost 

of $8,784. Since the tank had recently been coated, it was excluded from Staffs o n p a l  tank 

maintenance estimate and remains as such. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Has Staff revised its original estimated tank maintenance expense? 

Yes. Staff revised the exterior ladder replacement estimates of four (4) of the Paradise Valley 

Water District storage tanks. Storage tank photos taken during the site inspection were 

reviewed. Based on the review, it was determined that the ladders on four (4) of the nine (9) 

storage tanks should be replaced. The four (4) tanks included with the expense revisions are 

the Club Estates, Country Club No. 1, Country Club No.2, and the Racquet Club tanks. 

Has Staff made other revisions to its estimated tank maintenance expense? 

No. However, Mr. Stuck included the exterior coating expense of $15,000 of the Cleanvater 

HiU No. 2 tank in his expense spreadsheet, Exhibit JWS-1, submitted with his Rebuttal 

Testimony. The exterior of the Cleanvater HiU No. 2 tank was coated on May 8, 2013 at a 

cost of $10,988.75. Due to the recent exterior coating of the tank, the expense was excluded 

from Staffs original tank maintenance estimate and remains as such. 

What is the effect of the adjustments on Staffs original tank maintenance expense? 

Staffs original estimate totaled $1,707,208 for a fourteen (14) year period, or $121,943 

annually. The total revised cost for the fourteen (14) year period is $1,731,208 or $123,658 

annually. Staffs revised tank maintenance expense spreadsheet, attached to &IS testimony, is 

shown on Exhibit MST-1. 

Does this conclude your Surrebuttal Testimony? 

Yes, it does. 



Paradise Valley Water District 
Storage Tank Maintenance Costs (Staff Revised Estimate) 

Twk Name 

No. I Item 

IClean & Paint Exterior: 

Epoxy/Polpurethane Systm 

lclean & Paint Interior: 

3 1 3 - ~ o a t ~ p o x y ~ y s t e m  

4 Cathodic Protection 

Miscellaneous Chipping & 
rindine 

6 Seamsealing 

7 Pit Repair 

Exterior Flexible Piping 
Connections (2) 

Overflow Pipe & Install 
Checkvalve 

Exterior Ladder Well 
Removal 

Exterior Ladder 
Replacement 

Exterior Ladder Safe- 
Climbing Device 

Vandal Deterent - Safety 
CageDoor 

Additional Roof Safety 
~ a i ~ i n g  Installation 

Existing Roof Safety Railing 
Modifications 

lo 

l2 

l3 

j4 

l5 

16 

17 

18 

Additional Shell Manhole 

Additional Roof Manhole 

Clog-Resistant Vent 
Installation 

February 23,2015 

$0 $0 $0 $0 $0 $0 

$17,100 $5,800 $8,700 $2,300 $3,100 $28,000 

$12,000 $6,120 $6,000 $1,200 $1,800 $30,000 

$0 80 $0 80 $0 $0 

$0 $0 $0 $0 $6,000 $6,000 

$2,000 $2,000 $2,000 $2,000 $2,000 $2,000 

$1,000 $1,000 81,000 $1,000 $1,000 ~1,000 

$4,000 $4,000 $4,000 $4,000 $4,000 &l,ooo 

$2,000 $2,000 $2,000 $2,000 $2,000 $4000 

$0 

$23,960 I $13,774 I $11,700 I $7,150 1 $8,780 I $37,400 
I 1 I I I 

$263,560 $151,514 $128,700 $78,650 $102,580 $417,400 

$35,000 $15,800 $0 $147,800 

$58,300 $26,200 $0 $246,000 

$96,700 $37,200 $35,200 $518,000 

$11,000 $9,000 $8,000 $80,000 

$0 $0 $0 $0 

$21,600 I $6,120 I $5,400 I $90,240 

$21,600 

$0 

$6,000 

$6,120 

$0 

$6,000 

$5,400 

$0 

$0 

1690,240 

$0 

$24,000 

$z,@OO $2,000 $2,000 $18,000 

~ I , O O O  $1,000 $i,ooo 59,000 

$4,000 $4,000 $4,000 $36,000 

$2,000 $2,000 $2,000 f l ~ > o o o  

$15,000 $15,000 $15,000 $135,000 

$0 I $0 1 80 I $0 

$7,500 I $7,500 I $7,500 I $67,500 
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EXECUTIVE SUMMARY 
EPCOR WATER ARIZONA, INC. 
DOCKET NO. WS-Ol303A-14-0010 

EPCOR Arizona Water, Inc. (“EWAZ” or “Company”) is a certificated Arizona public 
service corporation that provides water and wastewater services in vkous  communities throughout 
the state. This case includes the districts of Mohave Water, Mohave Wastewater, Paradise Valley 
Water, Sun City Water, and Tubac Water. 

The Company filed an application for a permanent rate increase based upon a test year 
ending June 30, 2013. The Surrebuttal testimony of Ms. Mary J. Rimback herein is to present the 
Staff recommended rate base valuation and the depreciation and amortization expense for all five 
districts in the application. 

The specific issues listed below are discussed in this Surrebuttal testimony. 

Neeative Plant Balances - Staff response to Company Rebuttal testimony. 

Debit Accumulated Demeciation - Staff response to Company Rebuttal testimony. 

Depreciation/Amortization ExDense - Staff recommends the removal of fully depreciated 
Staff agrees to increases for certain, plant from the calculation of depreciation expense. 

amortization expenses proposed by the Company. 

Allowance for Funds used Durins Construction C‘AFUDC”) - Staff response to Company 
Rebuttal testimony. 

Construction Work In Propress C‘CWII?”) develoDer funded Contribution in Aid of 
Construction (“CIAC”) - Staff agrees with the Company position based on the Company 
representations provided in the application. 

Cash Working Capital - Staff response to Company rebuttal testimony. 

Water Treatment Equipment-Media - Staff adjusts this to an operating expense rather than 
an item of rate base. 

Mohave Water Retirements - Staff now includes retirements as noted in the Company 
response to RUCO data request DR 32.01. 

Accumulated Deferred Income Taxes - Staff has been unable to analyze the effect of the 
Company’s response to RUCO data request 30.1 indicating that the Company has recorded 
additional Accumulated Deferred Income Taxes (“ADIT”) not included in the application. 

Following is a summary of Company proposed and Staff recommended rate bases and 
depreciation/amortization expense. 



Mobave Water 

The Company proposes for Mohave Water District, a rate base of $23,496,515; Staff recommends 
$22,434,124, a decrease of $1,062,391. The Company proposes depreciation/amortization expense 
of $1,331,139; Staff recommends $1,273,747, a decrease of $57,392. 

Mobave Wastewater 

The Company proposes for Mohave Wastewater District, a rate base of $5,305,083; Staff 
recommends $4,863,141, a decrease of $441,942. The Company proposes 
depreciation/amortization expense of $257,946; Staff recommends $253,779, a decrease of $4,167. 

Paradise Va&y Water 

The Company proposes for Paradise Valley Water District, a rate base of $39,380,442; Staff 
recommends $37,188,547, a decrease of $2,191,894. The Company proposes 
depreciation/amortization expense of $1,608,655; Staff recommends $1,533,204, a decrease of 
$75,451. 

Sun Cig Water 

The Company proposes for Sun City Water district, a rate base of $26,409,286; Staff recommends 
$25,639,023, a decrease of $770,262. The Company proposes depreciation/amortization expense of 
$1,916,821; Staff recommends $1,714,309, a decrease of $202,512. 

Tubac Water 

The Company proposes for Tubac Water district, a rate base of $1,607,775; Staff recommends 
$1,340,780, a decrease of $266,966. The Company proposes depreciation/amortization expense of 
$238,395; Staff recommends $160,846, a decrease of $77,549. 
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I. INTRODUCTION 

Q. 
A. 

Q. 

A. 

Q. 
A. 

Please state your name, occupation, and business address. 

My name is Mary J. Rimback. I am a Public Utilities Analyst with the Arizona Corporation 

Commission (“ACC” or “Commission”) in the Utilities Division (“Staff’). My business 

address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Are you the same Mary J. Rimback who previously submitted direct testimony in this 

case? 

Yes, I am. 

What is the scope of your surrebuttal testimony in this case? 

I am presenting Staffs surrebuttal analysis and recommendations regarding EPCOR Water 

Arizona, Inc. (“EWAZ” or “Company”) rate base and related depreciable plant for the five 

districts presented in this rate case. 

11. PURPOSE OF SURREBUTTAL TESTIMONY 

Q. 
A. 

What is the purpose of your surrebuttal testimony in this proceeding? 

The purpose of my surrebuttal testimony in this proceeding is to respond, o behalf of Staff 

to the rebuttal testimony of Ms. Sheryl L. Hubbard, Mr. Shawn Bradford, and Mr. John 

Guastella, filed on behalf of EWAZ for the five operating districts in this rate application 

regarding negative plant balances, debit accumulated depreciation reserve balances, 

depreciation and amortization expense, Allowance for funds used during construction 

(“AFUDC”), construction work in progress (“CWIP”), the Company’s cash working capital 

allowance, water treatment media investments and costs, Mohave water treatment equipment 

- media, and accumulated deferred income taxes. 
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Q. Do you attempt to address every issue raised by the Company in its rebuttal 

testimony? 

No. I limit my discussion to certain issues as outlined below. My silence on any particular 

issue raised in the Company’s rebuttal testimony does not indicate that Staff agrees with the 

Company’s stated rebuttal position on the issue. I rely on my Direct Testimony unless 

modified by this surrebuttal testimony. 

A. 

111. SUMMARY OF RATE BASE ADJUSTMENTS BY DISTRICT 

Q. Please summarize Staffs recommended adjustments to rate base as shown on 

Surrebuttal Schedules MJR-3 and MJR-10. 

Following is a summary of Surrebuttal Schedules MJR-3 and MJR-10. A. 

Mohave Water 

The Company proposes for Mohave Water District, a rate base of $23,496,515; Staff 

recommends $22,434,124, a decrease of $1,062,391. 

Mohave Wastewater 

The Company proposes for Mohave Was-;water District, a rate base of $5,305,083; Staff 

recommends $4,863,141, a decrease of $441,942. 

Paradise V a l 9  Water 

The Company proposes for Paradise Valley Water District, a rate base of $39,380,442; Staff 

recommends $37’1 88,547, a decrease of $2,191,894. 
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Stln Cip Water 

The Company proposes for Sun City Water district, a rate base of $26,409,286; Staff 

recommends $25,639,023, a decrease of $770,262. 

Ttlbac 

The Company proposes for Tubac Water district, a rate base of $1,607,775; Staff 

recommends $1,340,780, a decrease of $266,996. 

IV. DEPRECIATION AND AMORTIZATION EXPENSES 

Q. 

A. 

Q. 

A. 

Q. 
A. 

Did Staff review the Company’s rebuttal testimony concerning the adjustment for 

Depreciation and Amortization Expense proposed by Staff? 

Yes. 

Please summarize the depreciation and amortization expense-related points raised by 

the Company in its rebuttal testimony. 

First, in the rebuttal testimony of Company witness Mr. Guastella, the Company made two 

important commitments that will have prospective application. These commitments are to 

cease recording depreciation expense once the underlying plant investments are fully 

depreciated, and the Company has agreed to track plant assets by vintage year. These were 

major issues raised by Staff and the Company’s commitments will help assure that the 

Company is not over depreciating assets going forward. 

Please continue. 

The Company raised issues related to the ongoing amortization of Y2K costs, the 

amortization of the Mummy Mountain acquisition, and the amortization of the Sun City Fire 

Flow project. Staff now agrees with the Company with regards to these three issues. 
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Q. 
A. 

Q. 

A. 

Q. 

A. 

Does Staff agree with the Company’s remaining rebuttal positions? 

Staff continues to disagree as to recovery of the additional 24 - month Allowance for Funds 

Used During Construction (“AFUDC”), but accepts with certain amounts discussed in the 

following. 

Please specify the additional amortization amounts Staff is recommending be 

included in the depreciation and amortization expense? 

Mohave Water Amortization of Y2K project $2,795 
Mohave Wastewater Amortization of Y 2K project $ 476 
Paradise Valley Amortization of Mummy Mountain Acquisition $5,256 
Sun City Water $5,904 

$4,105 
Tubac Amortization of Y2K project $ 284 

Amortization of Sun City Fire Flow project 
Amortization of Y 2K project 

Please summarize Staffs Surrebuttal adjustments to depreciation expense and related 

amortization of Contributions in Aid of Construction (“CIAC”) as shown in 

Surrebuttal Schedule CLP-l3. 

Following is a table which specifies the amounts by district as shown in Surrebuttal Schedule 

CLP-13: 

Company Staff 
District Proposed Recommended Difference 

Mohave Water $1,331,139 $1,273,747 $57,392 
Mohave Wastewater 257,946 253,779 4,167 
Paradise Valley Water 1,608,655 ,533,204 75,451 
Sun City Water 1,916,821 ,714,309 202,512 
Tubac Water 238,395 160,846 77,549 
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V. RATE BASE ADJUSTMENTS MULTIPLE SYSTEMS 

Rate Base Adjzlstment No. I - Removal of Negative plant bahnces and phantom assets resulting from Debit 

Accumzllated Depreciation (all Distnktts) 

Staff resDonse to rebuttal testimonv of S h e d  L. Hubbard 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did Staff review the testimony of Ms. Hubbard concerning negative plant balances? 

Yes. 

Please summarize the Company’s position concerning the negative plant balances? 

Ms. Hubbard suggests that some corrections are in order for amounts recorded in the wrong 

plant accounts and these mis-postings can be corrected. 

Please summarize the basis of Staffs position regarding the negative plant balances 

noted on the Company’s books and records? 

Staff noted in its direct case, instances where plant asset balances showed negative investment 

levels. Such negative investments levels should not exist on the Company’s books and 

records. 

Does Staff agree with the Rebuttal testimony of Ms. Hubbard concerning negative 

plant balances? 

Not completely. Staff agrees that if the Company has found instances when plant additions 

or deletions were recorded in the wrong National Association of Regulatory UtiLity 

Commissioners (“NARUC”) account, the plant account balances should be corrected. The 

Company has agreed to post these corrections, but details regarding the Company’s 

commitment to this effort remain unclear. 
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Q. 

A. 

Why is it important for Staff to receive more clarity &om the Company with regards to 

the specific amounts and account numbers that the Company intends to address? 

Providing specific amounts and account numbers are critical to Staff understanding the 

corrections needed. Accounts for all of the adjustments need to be identified by the 

Company. Staff notes that these corrections should not be recorded as retirements, which 

can lead to recording phantom assets. The plant additions and associated accumulated 

depreciation reserves just need to be recorded in the correct accounts. Only one specific 

account correction to plant balances is mentioned in the Company’s testimony. The 

Company discussed the need to correct Account 304330 Computer Software Other and 

Account 340300 Computer software in the Paradise Valley District. The Company has not 

been specific as to the corrections it plans to make to these plant accounts, and whether the 

Company is also making a commitment to also correcting the related accumulated 

depreciation accounts. 

As mentioned in Staffs Direct Testimony, part of the audit of plant accounts is tracking the 

accumulated depreciation by NARUC account. Different depreciation rates are 

recommended by the Commission and verifylng the Company calculations for depreciation 

expenses and accumulated depreciation is part of Staffs audit procedures. Without detailed 

information regarding the corrections the Company intends to make, Staff will not be able to 

complete this step of its auditing procedures. 

Staff Response to Rebuttal testimony of john F. Guastella 

Q. Did the Staff review the testimony of Mr. Guastella concerning debit accumulated 

depreciation? 

A. Yes. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Please summarize Mr. Guastella rebuttal comments concerning the debit 

accumulated depreciation balances? 

On pages 2 and 3 of his rebuttal testimony, Mr. Guastella discusses the “reasonableness” of 

the Company’s debit accumulated depreciation reserve balance by referencing the NARUC 

Uniform System of Accounts (“USOA”). This basic reasoning was also used by the 

Company in the response to data requests submitted by Staff. 

Is a limited focus on the NARUC retirement accounting discussion really pertinent to 

the Staff concern with debit accumulated depreciation or phantom assets, which were 

included in the Company rate base schedules? 

No. The plant retirement accounting being discussed by Mr. Guastella is not the real issue. 

Staff r e c o p e s  that under NARUC plant accounting, plant that is retired is reversed out of 

both the origmal plant account and the related accumulated depreciation reserve. The 

amount of the reversals are equal to the ongmal cost of the investments (plus or minus 

salvage considerations or insurance receipts if the retirement is due to and insurable loss). 

However, correcting plant account mis-postings are not retirements, so Mr. Guastella’s 

discussion regarding NARUC plant retirements is only one aspect of plant accounting. Stated 

another way, the NARUC plant accounting gwde related to retirements does not apply to 

corrections or plant account transfers. The issues being raised by Staff here are just 

corrections and the NARUC plant retirement accounting guides do not apply. 

Are there other important considerations that need to be evaluated before booking a 

plant retirement by simply reversing the original cost? 

Yes. It is not appropriate for ratemaking purposes to effectively allow the recording of 

phantom assets without giving full consideration to all issues leading up to the early 
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retirement. Such issues could include insurable losses, management prudence related to the 

performance of required maintenance, and whether or not third party neglect was a cause of 

the early retirement. The Company has failed to acknowledge that correcting plant account 

mis-postings are not retirements and that many of the instances before us were just 

corrections. Further, to the extent that there were actual early retirements, the Company has 

failed to address the reasons for the early retirements. 

Recurring instances on a utility's books and records where the early plant retirement are 

necessary could be an indication that the depreciation rates being used are inappropriate or do 

not accurately reflect the expected economic life of the underlying assets. This would need to 

be explained by the Company and investlgated by Staff before allowing rate base to be 

inflated by phantom assets that result from early retirements, or before asking the 

Commission to consider the extraordinary treatments as suggested on page 5 of Mr. 

Guastella's rebuttal testimony. 

Q. 

A. 

Ms. Rimback, you use the term phantom assets in your discussion regarding early 

retirements. Can you briefly explain this concept and what that term represents? 

Yes. When a plant asset is retired the proper accounting is to credit the o q p a l  cost of the 

asset to the respective USOA plant account, and debit the same amount to the accumulated 

depreciation reserve associated with this asset. While this step effectively reverses the original 

cost out of the plant account, to the extent that the plant has not been fully depreciated, the 

debit to the accumulated depreciation reserve will be greater than the balance in this reserve 

account since the balance in the reserve account will reflect less than the full original cost of 

the asset. This wiU leave a debit balance in the accumulated depreciation reserve account - 

thus representing a phantom debit balance or a phantom asset. As previously noted, the 

contributing factors driving this early retirement need to fully understood or explained by the 
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Company and investgated by Staff before either allowing this phantom asset to be included 

in rate base or before establishing this phantom asset as a separate item to be subject to rate- 

recognized amortization of this balance. 

Q. 

A. 

Q. 

A. 

Ms. Rimback, am I correct that Staffs positon is that the Company has not provided 

and/or otherwise supported the contributing factors leading up to the recurring 

instances where debit balances in accumulated depreciation reserve exist on the 

Company’s books and records? 

Yes. 

Are there other references in NARUC, that Staff believes need to be brought to the 

Commission’s attention to help clarijr the above issues? 

Yes, Staff attaches such references Surrebuttal Exhibit MJR-A NARUC Instruction No. 29 

Transfer of Assets and Surrebuttal Exhibit MJR-B NARUC Description of Accumulated 

Depreciation accounts page 55-56. These p d e s  have relevance to explain how asset 

transfers, and other accounting entries such as corrections, should be accounted for on a 

regulated utility’s books and records. Staffs point agam is that NARUC plan retirement 

accounting does not have relevance in such instances and the focus should not be exclusively 

on plant retirements. 

Rdte Base A@ustment No. 2 Reverse AFUDC 24 month Deferraljw Post in Service M U D C  (all Distbcts) 

Q. Did Staff review the Company Rebuttal testimony of Sheryl L. Hubbard concerning 

the Company’s request for a 24-month deferral of post in service AFUDC? 

A. Yes. 
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Q. 
A. 

Q. 

A. 

Is Staff changing its position from the position it supported in its direct testimony? 

No, Staff continues to recommend that continuing to calculate additional AFUDC on 

construction projects that are complete and in service or available for service is inappropriate 

and not consistent with traditional ratemaking principles. The Company has calculated a pro- 

forma adjustment to the Company books for ratemaking purposes only. The Company is 

requesting that not only the AFUDC on construction be allowed, but also the amount should 

continue beyond the construction period. The Company is not accounting for this on its 

own books in this manner; it requires a pro-forma adjustment for ratemaking purposes only. 

The emphasis the Company places on the need for this additional deferral/cost of 

construction amount hinges on the existence of regulatory lag. Regulatory lag is a reality for a 

regulated utility, but eliminating regulatory lag in all instances should not be an absolute goal 

within the ratemaking process. Continuing to accrue AFUDC after the plant has been placed 

into service has been rejected by the Commission in the past and, as just noted, it is not in 

keeping with NARUC ratemaking pdelines. The Company generally controls the timing of 

capital expenditures and it generally controls the timing of rate cases. 

Did the Company revise the amount of deferred AFUDC requested in the direct 

testimony in the Company rebuttal testimony? 

Yes, the Company adjusted this request to: 

Rebuttal Increases / (Decrease) from 
Testimony Direct Testimonv 

Mohave Water $763,868 ($42,994) 

Paradise Valley Water $397,156 (96 30,441) 

TubacWater $23,381 (8 4,596) 

Mohave Wastewater $ 89,523 $60,806 

Sun City Water $392,361 $167,250 
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Q. 

A. 

Q. 
A. 

Q. 

A. 

Did the Company explain these adjustments from its direct testimony to the proposed 

amounts in its rebuttal testimony? 

Yes. 

How did the Company explain the adjustment? 

The revised additional AFUDC level is attributable to the difference between rate base 

amounts in the Company direct testimony and the revised amounts provided in the 

Company’s revised schedules on October 14,201 4. The Company’s AFUDC calculations are 

impacted by the level of the underlying construction projects. Original amounts of AFUDC 

requested as a pro-forma addition to rate base were: 

Mohave Water $806,861 
Mohave Wastewater $ 28,717 
Paradise Valley Water $427,598 
Sun City Water $225,112 
Tubac Water $ 27,978 

Is Staff still opposed to the Company’s proposal to recognize an additional 24-month 

deferral of AFUDC? 

Yes. 

Rate Base Adjustment No 3 Working Capital (all Dishiccts) 

Q. Did Staff review the rebuttal testimony of Ms. Sheryl Hubbard concerning cash 

working capital? 

A. Yes. 
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Q. 

A. 

Q. 
A. 

Q* 

A. 

Did Ms. Hubbard disagree with Staff on the calculation of the Company’s cash 

working capital allowance? 

Yes, but only in one aspect. Staff removed rate case expense from the calculation of cash 

working capital allowance calculation. 

What is Staffs response to this disagreement? 

Staffs rate case expense is historically termed a normalization of rate case expense and was 

appropriately referred to as normalized expense in Staff witness Ms. Christine Payne’s direct 

testimony, Operating Expense Adjustment No. 7 Rate Case Expense. As such, it is an 

expense normalized over a period of years, not amortized, for recovery through rates. This 

normalization of expenses has been accepted as an exclusion from cash working capital 

calculations by the Commission in previous rate cases. 

What amounts of rate case expense does Staff recommend be excluded from the cash 

working capital calculation? 

Staff recommends the following amounts of rate case expense be excluded from the cash 

working capital calculations: 

Mohave Water $ 70,438 
Mohave Wastewater $ 11,993 
Paradise Valley Water $ 66,802 

Tubac $ 7,261 
Sun City Water $101,188 

These are the amounts the Company included in its cash working capital calculations, not the 

rate case expense Staff is recommending. 
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Q. What is Staffs recommendation for Working Capital? 

A. Mohave Water $1 15,714 
Mohave Wastewater $ 17,235 
Paradise Valley Water $ 14,817 
Sun City Water $ 44,181 
Tubac $ 5,039 

As shown on Surrebuttal Schedules MJR-7 

Rate Base A@ustment No. 4 Reverse Contributions in A i d  of Constmction (‘CLAC’j) removed attributed to 

Construction Work in Progress (‘%IFs?P’j) (all Districts) 

Q. 

A. 

Q. 

A. 

Q. 
A. 

Did Staff review the rebuttal testimony of Ms. Sheryl L. Hubbard concerning CIAC 

removed which is attributable to CWIP? 

Yes, the Company asserts that it has received CIAC for plant not yet completed and reflected 

in its rate base. The Company further states that since the CIAC removed is for developer- 

funded projects still in CWIP, which is not an addition to rate base, then related CIAC should 

not be a reduction in the rate base calculation. 

Did the Company provide a schedule of the developer -funded project still in CWIP at 

the end of the test year and therefore deducted from the test year CIAC? 

Yes, the Company’s origmal application included a schedule for removed CIAC; this schedule 

is attached as Surrebuttal Exhibit MJR-C Removed CIAC. 

What does Staff now recommend? 

Staff recommends that the amount of developer funded CIAC funds which the Company 

asserts are in CWIP at the end of the test year (including post-test year plant) be excluded 

from the CIAC balances used to calculate a reduction to rate base. The adjustments to rate 

base are: 



1 
2 
3 
4 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Surrebuttal Testimony of Mary J. Rimback 
Docket No. WS-01303A-14-0010 
Page 14 

Mohave Water $ 69,169 
Mohave Wastewater $227,674 
Paradise Valley Water $ 43,632 
Sun City Water $845,933 
Tubac Water $ 74,010 

Rate Base Agustment No. 4 A  Mohave Water Retirements 

Q. 

A. 

Q. 

A. 

Did the Company respond to a RUCO Data Request related to the retirement of 

certain wells in the Mohave Water district? 

Yes. 

Did Staff revise the rate base for Mohave Water to include additional retirements in its 

Surrebuttal testimony? 

Yes, based on Surrebuttal Exhibit Data Request RUCO 32.01 part b, the Company states that 

certain wells in the Mohave Water dis&ct were not retired by the Company. The amount of 

$46,307 was deducted from NARUC account 307 Wells and Springs and from Accumulated 

Depreciation. This information was not available at the time of the filing of Staffs direct 

testimony 

Rate Base Agustment No. 6 Tubac Arsenic Media Replacement 

Staff resDonse to Rebuttal testimony of Mr. Shawn Bradford 

Q. Did Staff review the testimony of Mr. Shawn Bradford concerning the Arsenic Media 

replacement in the Tubac Water District? 

A. Yes. 

Q. Did Staff change its position from the position advocated in its direct testimony 

concerning the arsenic media replacement? 

A. Yes. 
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Q. 

A. 

Q. 

A. 

Please explain the change in Staffs position concerning the arsenic media 

replacement. 

Staff previously recommended that arsenic media replacement be treated as a capitalized item 

and recovered through depreciation expense. Based on hh-. Bradford's testimony, Staff 

agrees with the Company that this is more appropriately accounted for as an operating 

expense. Staff is providing, in the Surrebuttal testimony of Staff witness Ms. Christine Payne, 

an allowance for chemical expense to cover the cost of the arsenic media on an annual basis. 

Did Staff recommend any other adjustments to the accounting for arsenic media 

replacement in the Tubac Water District? 

Yes, specifically, Staff notes that the Company's application has two accounts related to the 

Water Treatment Equipment. 

Account 3201 00 Water Treatment Equipment non-media 
Gross Plant $1,696,187 
Accumulated Depreciation $ 387,736 

Account 320200 Water Treatment Equipment - Media 
Gross Plant $249,315 
Accumulated Depreciation $ 70,762 

The Company is proposing that account 320200 have a ten-year life with depreciation 

expense calculated at 10 per cent per year or $24,931. To continue to include this in rate 

base and collect as an operating expense will result in an unwarranted additional recovery of 

the Water Treatment Equipment media. 

Staff recommends that the net amount of $178,533 ($249,315-$70,762) currently included in 

the account 320200 Water Treatment equipment-Medla be removed from the rate base 

entirely. 
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Acmmulated Deferred Income Taxes (‘XDIT’) 

Q. 

A. 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Did the Company provide a response to a RUCO data request related to bonus 

depreciation? 

Yes. 

Can you explain the concept of bonus depreciation and how this can impact rate 

base? 

In brief, bonus depreciation is occasionally allowed for income tax purposes, generally to 

support or to promote economic spending. For tax purposes the company purchasing a 

qualifymg asset is allowed to recogrme an accelerated tax depreciation which may allow the 

company to write off 50 percent or 100 percent of the initial investment in the tax year the 

investment was made. For a regulated utility bonus depreciation can greatly increase the 

utility’s balance of accumulated deferred income taxes. A liability for ADIT is reduced from 

rate base, which lowers the utility revenue requirement. The Company has acknowledged 

that bonus depreciation has been taken, qualifymg for test year plant additions, but the 

resulting impact on the Company’s ADIT savings is not reflected in the Company’s ADIT 

balance. When this is properly captured, a reduction to rate base is anticipated. 

Did the Staff review the Company’s response to RUCO data request 30.1? 

Yes. 

Based on the Company response, does Staff anticipate additional rate base 

adjustments will be recommended by Staff related to bonus depreciation? 

Yes. Based on the Company response to RUCO Data Request 30.1 concerning bonus 

depreciation, it is likely that an adjustment to rate base will be recommended by Staff. The 

Company response to RUCO Data Request 30.1 is attached as an Exhibit to this surrebuttal 
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testimony. Specifically, the Company admitted in the data request that additional bonus tax 

depreciation was taken on the 2013 federal tax return. The Company states that this decision 

was not made until 2014 and therefore is not included in the ADIT calculations for the water 

districts in the instant rate case. Staff did not adjust the rate base in Surrebuttal testimony as 

the information was received too late to complete an analysis. However, Staff will be 

reviewing this information and making a specific recommendation regarding this matter 

during the upcoming Commission hearing related to this docket. 

Q. 

A. 

Does this conclude your Surrebuttal testimony? 

Yes, it does. 
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1 AcCT. 
2 NO. DESCIUPnON 
5 
1 PLANT IN SERVTCE: 
5 303300 Land and Land Rlghts Pumping 
6 304200 Structures and Improvements - Pumpkg 
7 340100 Office Furniture Sr Equipment 
8 340200 Computer Sr Periphal Equipment 
9 346190 Remote Control Instr(corp alloc plant) 

10 346200 Coinmunication Equipment Telephone 
11 346300 Communication Equipment Other 
12 347000 Misc Equip (corp alloc plant) 
13 Total Plant in Service 
14 
15 
16 References: 
17 Column [A] Company Schedules 
15 Column p] h4JR Testimony 
19 Column [C] Column A minus Column B 

Staff 

(10) 
(225) 

(5,919) 

(289) 
(lO,S33) 

(1,512) 

(254,6 2 1) 

(6,235) 

$ (279,644) f 

(10) 
(225) 

(5,919) 

(259) 

(254,621) 

(10,833) 
(6,235) 

(259,644) $ 
(1,512) 



LINE 
._ NO. DESCRIPTION 

1 Deferred Debits 

[CI 
STAFF 

[*I PI 
COMPANY 

AS STAFF AS 
FILED ADIUSTAQENTS - A.D1 LISTED 

$873,903 ('$SOB, S6 1) $67,@42 

REFERENCES: 
C O ~ U ~ I I S  [A]: Company schedules 
Column PI: Column [C] less Column [A] 
Column [C]: See testimony MJR 



EI'COR Water Arizonr . Moliave Wirer District 
DockcL No. \yiS-O1303A-14-0010 
Test Yc:w Eiidtd June 30, ZOU 

L RATE BASE ADJUSTMENT NO 3 -WORKING CAPITAL 

LINE 
XCL 

$1,389,973 
26,831 

10,916 

950 
347,f)IR 
192,587 
425,293 

546,7211 

7,886 

85,438 
101,045 
596.154 
16,923 

247,nsn 
50,657 
377.160 
180,165 
97,538 
52,291 
628,363 

($31.653) 

(0) 
(") 
0 
0 
0 

(23,597) 

I (6,& 
6,694 

' (85,438) 
0 

(25,100) 
0 

(21,737) 
5,U23 
n 

(3,282) 
0 
0 

(106,751) 
32 Intelest 601.511 (18.224) 
23 Ton1 Operating Expenses $5,981,169 ($310,759) 

IC1 

'nisi' YF.AR 
ST,\FF 

AS 

s1.3sn.320 
26,R31 
546.720 
10,916 
7,886 
9sn 

323,421 
192,587 
418,579 
6,694 

0 
101,045 
571JJ54 
16,923 

226,213 
55,680 
377,160 
176,883 
97,538 
52,291 
521,612 
583.287 

85,67:,61n 

SUff 

'6 ( 3 ~ 6 s )  
$110,557 
935.622 

5115,714 

p1.940) (0 1971) 
(9 302) (0 0255) 
34 140 tlU935 

9.045 0 0248 
10723 1).11294 
10.720 0 0294 
8 807 00241 

51.R56 0 1421 
51.R56 (I 1421 
71.238 (1.2034 
(23761) (0 0651) 

(8.686) (0 0238) 

8 i70 u 023s 

(4 494) (U 0123) 
(172.1 10) (0471s) 

1.575 0 0043 

15.193 0 11416 

14738 0.0404 
171 732 0.4705 
(0.6lll) (0.0017) 
(33 360) (0.0914) 

(5,288 28) (5,3PRj 

1.021 02 1,031 
I95 42 195 
27 91 2R 

111,191.87 9,499 

6fl,421 9U 59,471 
951 

(13J33 12) (13JJ33) 

4,646 89 4,647 

17,.377 39 
(6,577.89) (6 .m)  

(14,186.83) (13,SOU) 
73.02 73 

5,821 73 5.11 1 

2,108 sn 2,318 

(4,643.72) (4.644) 
(84.953 97) (~3,106) 

3,938 40 3,938 
24,602 84 24.503 

(1,050 14) (872) 
(54,976 46) (53,311) 

(1 5,17 1) (30,465) 



Surrebuttal Schedule hCJR S R Water Arizona - Mohave Water District 
No. WS-01303A-14-0010 
;ar Ended June 30,2013 

RATE BASE ADJUSTMENT NO. 4A - WELL RETIREMENTS 1 
[AI PI [CI 

COMPANY STAFF 

AS ACCT AS STAFF 

NO Description "KED ADTUSTMENTS ADlUS'IED 

307 Wells & springs $590,903 ($46,307) $544,596 

Accumulated Depreciation 

Columns [A]: Company schedules 
Column PI: Column [C] less Column [A] 
Column [C]: See testimony MJR 



Surrebuttal Schedule MJR SA EJ'COII Water Anzona - Mo1i. t~~ Wdtler Distnct 
Dochet No \VS-01303A-lC0010 
Teat Year Ended June 30. 2013 

RATE BASE AIlJUSTMENI' NO 5 - REVERSAL OF REGULATORY I~IABILITYFOR JdOW INCOME TARIFF 
OVER-COLLECTION 

P I  PI 
COMPANY 

IC1 
STAFF 

LINE 
NO. DESCRIPTION 
1 Regulitoly Liability 

REFERENCES: 
Columns [A]: Company schedules 
Column PI: Column [C] less Column [A] 
Column [C]: See tesnmony MJR 

AS STAFF AS 
ADJUSTMENTS ADIUSTED FILED 

$106,450 ($106,450) $0 



’ Amount Reduced by 24 month deferral adjustment 

Surrebuttd Schedule MJR-9 I3’COli Water h m n a  - Moha, e W’ater Dlstnct 
Dochet No \\6-01305A-14-0010 
Test Year Ended June 30, 2013 

RATE R A S E  hDJUSTMEW1‘ NO 6 - REVERSAL OF DEFERRED DEBITS 

[AI PI IC1 
COMPANY STAFF 

LINE AS STAFF AS 
__ N O  DESCRIPTION FILED ADIUSTMENTS ADJUSTED 

1 Deferred Debits $67,042 ’ (567,042) $0 

REFERENCES 
Columns [A] Compmy schedules 
Column [B]: Column [C] less Column [A] 
Column [c] See tesuinony MJR 



EPCOR Water h i z o n a  - Mohave Wastewater District 
Docket NO. WS-01303A-14-0010 
Test Year Ended June 30,2013 

Surrebuttd Schedule MJR-3 

RATE BASE - ORIGINAL COST 

LINE 
NO. 

[AI 
COMPANY 

AS 
FILED 

STAFF 
ADJUSTMENTS 

[Cl 
STAFF 

AS 
ADJUSTED 

$1,242,320 
307,248 
$935,072 

$1,916,421 

5 
62,236 

17,134 

28,717 

$5,305,083 

References: 
Column [A], Company Schedule B-1 
Column [B]: Schedule MJR-4 
Coluinii [C]: Column [A] + Column [B] 

1 Plant 111 Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Seivice 

$8,866,427 
693,460 

$8,172,967 

$0 
$413,326 
($413,326) 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
30 
31 
33 
34 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

Advances in Aid of Constmction (AIAC) 

Customer Meter Deposits 
DefeiIlred Iiicoine Tax Credits (Debits) 
Investment Tax Credits 
Regulatory Liabilities 

ADD: 

Working Capital Allowance 

Deferred Debits 

Original Cost Rate Base 

$0 

$0 

($441,942) 

$8,866,427 
1,106,786 

$7,759,641 

$ 1,242,320 
307.248 
$935,072 

$1,916,421 

5 
62,236 

17,235 

$4,863,141 



SuriebutLal Schedule MJR-4 EPCOR Water Arizona - Moli~vc Wastewater DI.;trict 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

I SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 

[AI 1131 I CI P I  IEI 1r.l 
aMl ml& w w 

LINE A d p c t  l k v  AFUDC \Voihng Not U ~ c d  STAFF 
ACCT COMPANY 13alaiiceb 24 mo Uefcrial Capital 

NO NO Dl3CRIPTION AS FILED ]Ref Sch MlR-5 lRef Sch MIR-6 IRef Scli MIR-7 lRef Scli h4IR-R I ADlUSTED 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
4H 
19 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
hl 
62 
63 
6-1- 
65 
66 
67 
hX 
69 
70 
71 

17 -.. 

mRPolt4rE P I A v - r  
335000 Nydraiits 
351000 Orgmization 
352000 Franchises 
353000 Land 
354200 Structures & Improveiiients Collcction 
354400 Structures & 1mpzovements Treatment 
355400 Power Gcneration Equipment Treatment 
360000 Collection Sewers - Forced 
361100 Collecting Mains 
362000 Spccial Collecting Stiuctures 
363000 Sctvices to Customer 
364000 Flow Measuring Devices 
,371 100 Pumping 15quipment Elcctric 
371200 Manholes 
380000 Treatmciit and Disposal Equipmcnt 
380050 TD Equipment Grit Rcmoval 
380100 TD Equipment Sed Tanks/Acc 
380300 TD Equipment Sldgc Diy/Filt 
380500 173 Equipment Chcmical Treatment Plant 
380600 TD Equipmcnt Other Disp 
380625 TD Equipmcnt Gcn Treatment 
389600 \ X U /  Other Pj/E - CPS 
390200 Computers & Periphcrals 
391000 Transportation Equip 
393000 Tool Shop & Garage Equipment 
394000 Laboratory Equipment 
395000 l’owcr Operating Equipmciit 
396000 Communication Equipment 
397000 hkccllancous Equipment 
304500 Sttuctures & Imp General 
304600 Stuctures 8; Improvcment Offices 
304620 Structures & Improvcments Lcaschold 
334100 Meters 
339600 Other P/E CPS 
340100 Offm furniture & Equipemnt 
340200 Computer & Pcriphctal Equ 
340300 Computer Sofhvarc 
340330 Computer Sofhvarc Other 
341400 Transportation Equipment Other 
343000 Tools,Shop,Garage Equipment 
344000 Laboraoiy Equipcmiit 
3461 00 Communication Equipment noli-telephone 
346190 Remote Control S; Instnimcnt 
346200 Communication Equipmcnt Tclcplionc 
346300 Communication Equip Othcr 
34701JO Miscellaneou Equip 
399000 Subtotal Allocated General Plant 

Staff Rounding 
Total Plant in Sci+ce 

Accumulated Deprcciation 
Net Plant in  Seivice (L58 - L 59) 

l&u 
Contributions in Aid of Constniction (CIAC) 

> C ~ ? I .  . .. Hccumulatcd Amortization 

Nct CIAC (L63 - 1-64) 
Adaaiices i n  Aid of Construction (AlAC) 
hicter Deposits 
Dcfcrrcd Income Tax Credits (Ilcbits) 
Investment Tax Crcdits 
Rcgulatoiy Ltabilitics 
.4nrJ, 
\Worhng Capital Nlo\r.ance 
Dcferred Debits 

Original Cost Rate Base 
Staff Rollndlng 

364 

196,581 
1,047,352 

142,907 
5,385 

2,721,870 
138,063 

218,748 
82,445 

530,251 

1,013,752 
135,165 
336,115 
39,113 

232,909 
28,914 

1,818,565 
3,549 

10,496 

71,567 
14,336 
16,703 
26,322 

853 
39 
75 

3,194 
11,055 

4,923 
56 

1,019 
137 
151 

1,629 
133 
632 
43 

103 

7,348 

3,564 

- 6  - I F  f - f  

364 

196,581 
1,047,352 

142,’)07 
5,385 

2,721,870 
138,063 
530,251 
218,748 
82,445 

1,013,752 
135,165 
336,115 
39,113 

232,909 
28,914 

1,818,565 
3,549 

10,496 

71,567 
14,336 
16,703 
26,322 

853 
39 
75 

103 
3,194 

11,055 
7,348 
4,923 

56 
1,019 

137 
151 

1,629 
133 
632 
43 

3,564 

1 1 
8,866,427 $ 8,866,427 $ - t i  - $  - $  

693,460 413,326 0 1,106,786 
58,172,967 ($413,326) $0 $0 $0 $7,159,641 

s i  ,242,320 - s  1.242.320 
307,248 307,248 

$935,072 $0 $0 $0 9935,072 
1,916,421 

5 
62,236 

1,916,421 
5 

62,236 

17,114 101 17.215 
28,717 (28,717) 

(1) (1) 
$5,305,083 ($413,326) (1128,717) $101 $0 $4,863,141 



E P C O R  Water Arizona - Mohave \Vastewntcr Distnct  
Docket No. WS-01303A-14-0010 
Tes t  Year E n d e d  June  .30, 2013 

Surrebuttal Schedule h p - 5  

I RATE RASE ADJUSTMENT NO. 1 - D E w r  ACCUM~JLATHD 

LINE 
NO. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

NARUC 
& 

DESCRIPTION 

355400 Power Generatmn Equipment Treatment 
360000 CollectLon Sewers - Forced 
380100 TD Equipment Sed Tanks/Acc 
380600 TD Equipment Other Disp 
397000 Miscellaneous Equipment 
346190 Remote Control & Instrument 
347000 Miscellaneou Equip 

Subtotal a 

(14,910) 

(3 7 1,3 56) 
(1,23 5) 

(15,810) 

(9,824) 
(26) 

(135) 
(413,326) $ 

(14,910) 

(371,356) 
(15,840) 

(1,235) 
(9,824) 

(26) 
(135) 

(413,326) 



EPCOR Water hizona - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

Surrebutlal Schedule MJR-6 

RATE BASE ADJUSTMENT’ NO. 2 REVERSAL OF AFLJDC AND DEFERRED DEPRECJA’TION DEFERRAL 

LINE 
NO DESCRIPTION 

1 Deferred Debits 

REFERENCES 
Columns [A]: Company schedules 
Column p]: Column [C] less Column [A] 
Column [C]: See testimony MJR 

1-41 PI IC1 

as STAFF AS 

$2S,717 ($28,717 $0 

COMPANY STAFF 

AIITUSTMENTS ADTUSTED FILED 



EPCOR Water h t z o n a  - Mohsve Wastewater Dxstnct 
Docket No WS-01303A-14-0010 
Test Year Ended June 30, 2013 

I 

I IN1 
m 

I 
2 

3 
1 
5 
6 
7 

8 
9 
10 
11 

12 

13 
14 
15 
16 
17 

18 
19 

20 
21 
22 
29 
24 
25 
26 
27 
28 

29 

30 
31 
32 
33 
31 
33 
36 
37 
38 
39 
40 
41 
12 
43 
44 
45 
46 
47 
48 
49 
ill 
51 
52 
7 1  

54 
55 
69 
64 
62 

I RATE BASE ADJUSThlENT NO 3 - \VORKING CAPITAL 

Labor 
I'd 8: Porver 

Clmnicals 
V('+ute Dyosal 
Intercompany Support Sewices 

Corpocate Allocation 

0" tS ldE  Scnrices 

Gcoup Insurancc 

l'cnsionr 
RepIitoiT Expense 
Insuiancc Other Than Group 

Customer Accounting 
Rents Expense 
Gcncral Oftice Expense 
hliscclimeous 
h l a i n ~ c n i t ~ e  Espensc 

Txxs Payroll 
T%WS Other  
Income T;ures 
lntcrest 
Total Operat ing Expenses 

PmperO' Txxcs 

AS FILED 

$268,572 
46,241 
12,oon 
34,306 

161 

58,694 
34,425 
53,807 

n 
11.993 
14,658 

56,396 

8,199 
20,902 

x4 
51,102 

61,268 

18,540 

(6,148) 
141,873 

($5,354) $269,218 
0 46,241 

0 12.~100 
0 34,3116 
n 161 

(3>)9l) 54,703 

0 34,425 
(725) 53,082 

725 725 

( I  1,993) 0 
0 14.658 

(4.046) 52,350 

0 8.199 
(3,677) 17,225 

(87) (3) 
0 51,102 

(1,792) 59,476 

n 18,540 
6.148 (6,148) 
12,583 113,072 

10.51170 
(9.3690) 

34.1400 
(4.3160) 
10.7230 

10.721)o 

(1.3170) 
51.8560 

51.8560 
41.1400 

(23.6780) 

(8.5500) 
24.6590 
11.5770 

16.1220 

(6.6330) 
(172. I ion) 
14.7380 

172.4300 

' (0.6100) 

0.0288 P 
(0.0257) 

0.0935 
(0.01 18) 
n 0294 

(0.0036) 

0.0294 

0.1421 

0.1421 
0.1127 

(0.0649) 

(0.0234) 
0.0676 

0.0317 
0.0442 

(0.0237) 
(0.4715) 

0.0404 

(0.0017) 

0.4724 

7.731 S 
(1.187) 
1,122 

(406) 
5 

1.724 

7,644 

1,352 

(951) 

(1,321) 
554 
663 

4 

( I  ,209) 
(25,890) 

749 
(2,904) 

(124) 

(237) 

7,577 

(l.187) 
1,122 

(406) 
3 

1,607 

(12-0 
7,511 

103 

(951) 
(1.226) 

551 
546 

('1) 
(1,209) 

(28,045) 
749 

(2,'1114) 

(189) 

135,1110 0 126,442 (33 3600) 
51,022,883 (~12,207) 9953,775 

(0.0914) (12.4 13) (11.556) 
F (28.095) li (27,994) 

Cr\SFI \VORKING CAPITAL REQUIREMENT (zH,o')~) I (27,994) 

Company A s  Filcd Cash \Vol-l<ing Capital Co Schedule 
B-6, Staff CUI F (28,095) 101 (27.994) 
Compmy A s  Pilcd inaterid and Supplter Inventories 
B-5 37,363 37,363 
Comp:iny a filed Prcpaymcnts B-5 7,866 7,866 
Compmy \Vorhtng Capital 
\Vorlt,ng C ; p t J  17,134 101 17.235 

' S t d f  accepts Compmy brcakdown hchvuecn Group Insur~ncc  and I'ensions ils shou-n on C-l 
'Sti if  accepts Company brcakdown bchveen pyroll tilscs 2nd otlier txes  
' Staff Ilemoved regh to iy  cspenre of  515.230 fi-om tlie cash working cnpital requirement 

' Sraif Cost of Capital Testimony 
' Staff c,dculntes p q x r t y  and tncomc tLws based on Stiffs recommendcd ~cvcnue requirement. 
' Inchdcs water testing cspenre 
h'o Icad h g  factor piovidcd foor watcr testing or penskons 

Ilefcrcncos: 
Coluinn [A]: Company Schedule B-6 
Coluinii [B]: Staff adjustments to espcnses, Sec Testimony CLP 
Column [q: Column [A] + Column P ]  
Column PI: Carnpany Lead L g  factors Schcdulc B-6 
Column p]: Column [I\] ' Column [D] 
Column [v. Column IC] * Column p] 



R Water hrizona - Mohave Wastewater District 
No. WS-01303A-11-0010 

3iir E n d e d  June 30,2013 

Surrebuttal Schedule MJR-S 

HATE BASE MJIJSTMRNT NO. 4 - NOT USED 1 

ACCT 
m Description 

PI [CI 
STAFF 

[AI 
COMPANY 

AS STAFF AS 
FILED ADTUSTMENTS ADlUSTED 

$0 $0 $0 

Columns [A]: Company schedules 
Column [E]: Column [C] less Column [A] 
Column [C]: See testimony BAB 



EPCOR Water Arizona - Paradise Valley Water District 
Docket No. WS-OL303A-14-0O10 
Test Year Ended June 30,2013 

Surrebuttd Schedizle MJR-3 

I RATE BASE - ORIGINAL COST I 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
30 
31 
33 
34 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Senice 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

Advances in Aid of Construction (AIAC) 

Customer Meter Deposits 
DeferTed Income Tax Credits (Debits) 
Investment Tax Credits 

ADD: 

Workmg Capital Allowance 

Deferred Debits 

Original Cost Rate Base 

[AI 
COMPANY 

AS 
FILED 

$73,128,007 
23,455,384 
$49,672,623 

$1 8,123,892 
8,864,120 
$9,259,772 

$1,554,766 

23,819 
212,749 
39,646 

19,885 

778,686 

$39,380,442 

Pl 

STAFF 
AD T U STA4 ENTS 

98,633 

[Cl 
STAFF 

AS 
ADJUSTED 

$73,136,640 
$1,416,773 24,872,157 

($ 1,408,140) $48.264.483 

$0 

(5,068) 

(778,686) 

(82,191,894) 

$1 8,123,892 
8,864,120 
$9,259,772 

81,554,766 

23,819 
212,749 
39,646 

14,817 

$37,188,547 

References: 
Column [A]: Company Schedule B-1 
Column [B]: Schedule MJR-4 
Column [C]: Column [A] + Columii [B] 



ILINE 
NO. 

6 
1 

8 

9 
10 
11 

12 
13 
14 
IS 
16 
17 
18 
19 
0 

21 

4 

23 
26 
21  
28 

9 
30 

1 
32 
33 
34 

5 
36 
7 

38 
39 
8 
41 
42 
1 3  
44 
4 s  
46 
41 
48 
49 
Y) 
51 
52 
53 
54 
55 
56 
51 
58 
59 
60 
6 1  
62 
63 
64 
65 
66 
67 
68 
69 
10 
11 
12 
73 
14 
15 
16 
17 
78 
19 

80 
81 
82 
83 
84 

85 
86 
81 1 
88 1 
89 
Io 
91 
92 
)3 
94 
95 
16 
71 
!8 
19 
100 
101 
102 
10; 
104 

P1-lA-r IX 
joinuo 
3 2 0 N  
3U3200 

3 n i m  
m 4 m  
33500 
33600 
304100 
304200 
304300 
jOUM 

3wm 
301600 
304620 
304700 
304W 
307000 
309000 
3lDwo 
310100 
311m 
311m 
311400 
311m 
311530 
320100 

3202W 
330000 
3mw 
331001 

331100 
331200 
331300 
33lW 
3 3 2 m  
333000 
334100 Metes 
3Ym M c t n  l0sldlsw.s 

Sl.8.31 

x . 3 ~  

151,117 
1.382,69'1 

20,731.61 1 
23,764 
2i1.113 

4.629 
(8,633) 

2,639,541 
3i3.503 
330.827 
554,631 

3,893,762 
190 

358,319 
10,628,952 

102.862 

%WW 

3,911,UM 
364.519 

5,98792 
9,350.895 

547,001 

3,818,826 

1n,916 

14,058 

1,426,811 

1,384,297 

180.123 
61,561 
38,077 
31,405 
(6,528) 

321 

191,855 
1,943 

294,430 
17,620 
3 2 3 2  

416,715 
W.765  

58,841 

2,911 
132 
2% 
351 

10,917 
31,190 
25,119 
16,827 

191 

167 
511 

5,561 
455 

2,161 
147 

32.183 

3,483 

SU 

8,633 

(6,538) 
6,528 

5'1 $0 so 0 

8,324 

,1*,517 

20.i37.611 
1.21Z.L'Ji 

23,784 
26.1 I 3  

4.629 

2,639.511 
373.y13 
230,821 
5 5 i 6 3 l  

3,893,762 
190 

358,319 
10,628,952 

102,862 
2,400,280 

3 . 9 1 1 , ~ ~  

5,987,202 

517,004 
14,058 

3,818,826 
1,436,811 

171,916 

364,.519 

9,380,895 

1,184,297 

180.523 
61.561 
38.071 
30,87l 

321 

194,855 
1.943 

294,430 
17,620 
32,228 

456.755 
609,165 

58,841 

?911 
132 
256 
351 

10,911 

25,119 
16.829 

191 
3,483 

467 
SI7 

5,567 
455 

2.161 
147 

12183 

31,790 

1 I 
- 73,136,640 

Roundmg 
To& Plmt in Scrurc 13,128,W7 8,633 

- 21,872,157 
so 148261..183 

LE3$ Accamulired f*pxaauon 23.455.384 1.416.113 
Ncr Plvlt in Scrrirc b58 - L 59) 

SO so $0 

so so 

SO I 18,123.893 
. n . m  im 

so SO 59,259,172 
I,SS4,166 

23.819 
212,71Y 

37,646 

118,123,892 
8,164,120 

$9,259,172 
l,SS1,166 

23,819 

37,626 
212.719 

19.88s (5.068) 11117 



EPCOK Water Anzona - Paradise Valley Water District 
Docket No WS-01303A-14-0010 
Test Year Ended June 30,2013 

Surrebuttal Schedule MJR-5 

RATE BASE ADJUSTMENT NO.  1 -DEBIT ACCUMULATED DEPRECIATION ACCUMUALTED DEPRECIATION A N D  NEGATIVE PLANT BALANCES 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

25 
26 
27 
28 

Debit Accm Phantom Staff Recommended 
Asset, 

LINE ACCT 
m m DESCRIPTION 

P L A N T  IN SERVICE: 
301000 
304200 
304500 
304700 
304800 
311300 
339600 
340330 
340500 
345000 
346190 
347000 

304800 

Other Intangble Plant 
Structures and Improvements - Pumping 
Structures & Improvements General 
Structures 8: Improvements Store,Shop,Gge 
Structures & Improvements Miscellaneous 
Pumping Equipment Diesel 
Other P/E-CPS 
Computer Software Other 
Other Office Equipment 
Power Operated Equipment 
Remote Control & Instrument 
Miscellaneous (Corp alloc plant) 
Subtotal 

Negative Plant Balances 
Structures and Improvements miscellaneous 

Rebuttal adjustment 
340330 
340300 

References: 
Column [A] Company Schedules 
Column p] MJR Testimony 

($477,283) ($477,283) f 
(83,586) (83,586) 

(17,912) (17,912) 
(133,751) (133,751) 
(62,413) (62,413) 

(573,526) (573,526) 
(9,129) (9,129) 

(1 4,473) (14,473) 
(43,446) (43,446) 

(88) (88) 
(462) (462) 

(1,416,773) (1,416,771) 

004) (704) 

f (8,633) 0 8,633 $ 

16 37,405 $ (6,5281 $ 30,877 
f 30,877 0 

29 Column [q Column A minus Column B 



EPCOR Wsta Adzoni - Paindisc Valley \Veler Dlstdc1 
I h c k c t  No. %-01303A-14-0010 
Tzri 1 - c ~  Elided June 30, 2013 

Surrebuttal Schedule MJR-6 

[-41 PI 
COMPANY 

[Cl 
STAFF 

LINE 
NO - DESCRIPTION 

1 Dcfcrrzd Debits 
7 

AS STAFF ADJUSTMENTS A s  
FILED AMOUNT ADTUSTED 

778,686 ($427,598) $351,088 

REFERENCES 
Columns [A] Amount reflectcd on Co Schedule B-2, page 1 
Column [B] Col [C] less Col [A] 
Column [C] Per Tesmony MJR 



I 4  

COIII'A'Y 
TEST YBi\K 
a m  

Sl.205.43l 
n 

1.329,.i78 
58,SOj 

l5.320 
860 

314,319 
2 3 3 . m  

325,846 
66.802 

0 
i3rn.u; 

3 0 . 4 . ~  
132,198 
9 1 , w  
512,882 

345,590 
85.375 
35,401 

1.053,IM 

$1 .008.139 
57,183,635 

199.658 

(Sl83.822) 

(SZ8 673) 
n 
n 
n 
0 
0 

(21.375) 

' (3 881) 
0 

(66,802) 

n 
(21,192) 

n 
(19 691) 

954 

(63,MS) 
(8,718) 

' 0  
3 0  

(I88,180) 

S1,176.758 
0 

1.329.578 
58.805 
li.320 

860 

291974 
233,118 
321,965 

3.881 
138,643 
m , m  
30,456 
I 12.807 
92,394 

448,974 
96,872 
85,375 
35,401 
864,664 

S9M.KI2 
M,724,5l4 

n 

($5,069) ($188,891) 

$159.515 31 Invmtoncr B-5 Sl59.515 

33 
34 \T;"'..king Capltd 519.885 05,068) $14,817 
35 

32 Compvly IS Rled Prepayments B-5 $44.192 544.192 

1w>2 
41.125 

(11 303) 

(19.739) 
10.708 
IO 70.5 
(in 118) 
51.811 
74 419 
51.841 

(13.794) 
(8.709) 
Y486 

2S.125 

6.821 

(9.321) 
IO 776 

(172125) 
I4 723 

176.591 
(0.625) 

(33 375) 

p34.1,50 

(30?45) 
4 . w  

(825) 
25 

9,219 

(6.490) 
46.280 
13,620 

n 
(5,240) 
(4,764) 
792 

2,476 
2,700 

(13.097) 
(162,972) 

3,414 
16,545 

(1,803) 

(9~183)  

($1 83.822) 

(3U 245) 
4 048 
(828) 

25 
8,593 

45,729 
(6 490) 

551 

(524f) 

(4,258) 

2,108 
2,724 

(11.465) 
(158,861) 

3.444 
16,545 
(1,481) 

7'12 

(88,412) 

E (188,891) 



1 Water Arizona ~ Paradise Valley Water District 
No. WS-01303-4-14.0010 
ar Eiided June 30,2013 

Suirebuttal Schedule MJR-8 

RATE BASE ADJUSTMENT NO. 4 - Not used 1 

DESCNPTION 
Contributions in Aid of Construction 

[AI PI [CI 
COMPANY STAFF 

AS STAFF As 
ADTUSTMENTS ADTUSTED 

$18,123,892 $18,123,892 $0 

REFERENCES. 
Columns [A] Company schedules 
Column p] Column [C] less Column [A] 
.."x.F:s\I- 

[CJ. See testimony MJR 



LINE 
NO. 

1 
DESCRIPTION 

Deferred Debits 

REFERENCES: 
Columns [A]: Coinpany schedules 
Colurnn [B]. Colunn [C] less Column [A] 

~~~~ [C]: See testimony MJR 

Amount reduced by 24 month deferral adjustment 
Company adjustment DR 12.2 

ITPCOR IXialer Anzona - Paradise Valleji Water Distnct 
Docket No WS-0li03A-1-1-0010 
Test Year Ended June 30, 2013 

Surrebuttal Schedule MJR-9 

I KATE BASE ADJUSTMENT NO. 5 -REVERSE DEFERRED DEBITS J 
[*I PI F I  

COMPANY STAFF 
AS STAFF AS 

ADTUSTED 
960 

FILED ADTUSTMENTS 
2 $351,088 (96351,088) 



EPCOR Water Arizona - Sun Cit\ Welter District 

Docket No. WS-01303A-14-0010 
Test  Year EndedJune 30,2013 

Surrebuttal Schedule MJR-3 

t RATE BASE - ORIGINAL COST 1 

LINE 
NO. 

In1 I BI 
COhlPANY 

AS STAFF 
FILED ADTUSrMENTS 

[CI 
STAFF 

AS 
ADJUSTED 

1 Plant iii Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Seimce 
4 
5 LESS. 
6 
7 
8 Less: Accumulated Amortization 
9 Net CIAC 
10 
11 
12 
13 Customer Meter Deposits 
14 
15 Investment Tax Credits 
16 Regulatory Liabilities 
17 
18 
19 
20 ADD: 
21 
22 Working Capital Allowance 
23 
30 Deferred Debits 
31 
33 
34 Original Cost Rate Base 

Contributions in Aid of Construction (CIAC) 

Advances in Aid of Coiistrucuon (AIAC) 

Deferred Income Tax Credits (Debits) 

References: 
Column [A]: Company Schedule B-1 
Column PI: Schedule MJR-4 
Column [C]: Column [A] + Column p] 

$76,011,241 98,493 
26,280,898 715,283 
$49,730,343 (616,790) 

$17,500,750 
1,375,475 

$ 16,125,275 

$6,374,283 

4,903 
1,014,247 

90,329 (90,329) 

62,570 (18,689) 

225,112 (2251 12) 

$26,409,286 (770,262) 

76,109,73 
26.996.181 

~ 

49,113,553 

17,500,750 
1,375,475 

16,125,275 

6,374,283 

4,903 
1 ,O 14,247 

44,181 

25,639,023 



3 

n 

31 
I? 
3 

3. 
35 
36 

so J 



E P C O R  Water Arizona - Sun City Water District 
Docket  No. WS-01303A-14-0010 
T e s t  Year E n d e d  June  30,2013 

Surrebuttal Schedule MJR 5 

LINE ACCT Debit  Accum Phantom 

NO NO DESCRIPTION Depiecration Assets 

Staff 
Recommended 

1303200 

2 334200 
3 339600 
4 340200 
5 340500 
6 34.000 
7 346190 
8 347000 
9 304100 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 304100 
20 
21 
22 
23 
24 

Negative Plant 
Depreciation 

Land & Land Rights SS 
Meter Installations 
Other P / E  CPS 
Comp & Periph Equip 
Other  Office Equipment 
Laboratory Equipment 
Remote Control &Ins t rument  
Mscellaneous Equipment 
Structures and Improvements Supply 
Subtotal 

Phantom Staff 
Assets Recommended 

(60) 
(137,217) 

(62,988) 
(833,278) 

(3,357) 
(5,932) 

(420) 
(2,201) 

330,200 
(715,253) 

(60) 
(137,217) 

(6 2,9 88) 
(833,278) 

(3,387) 
(5,932) 

(420) 
(L201) 

330,200 
p15,283) 

25 References: 
26 Column [A] Company Schedules 
27 Column p] MJR Testimony 
28 Column [C] 
29 
30 

Column A minus Column B 





I KA3 E RASE ADJUSTMLNT NO 3 - \Y OKhlNG C N ' I I A L  

1-51 

COLII'.\N\~ 
'I l>ST !-I? %I? 
&!iLED 

51.71 1.461 
0 

1,557 58U 
34.119 
4.641 
1,396 

280,698 
510,069 

197,020 

101.188 
288,791 
845,044 
45.805 
217,603 
462,692 

156,767 
205,746 

1 21 ,105 

17,801 
706,258 

(S4fi,525) 
0 
IJ 

0 
0 
0 

(31,683) 
0 

(6,298) 

(101,188) ' 
!I' 

(38.583) 
0 

(31,950) 
(5,853) ' 

0 
(8,330) 

0 
0 

(110,130) 

I( :I- 
SI,\i-I. 

-r is  r YEW 
.is 

' l l ~ ~ D  

Zl,bG4!136 
0 

l,557,58r1 
34,119 
1,661 
1,396 

475,386 
380.698 

190,722 
6,298 

0 
28R,791 
806,461 
15,8(l5 
180,653 
456,8.39 
205,716 
148,137 
131,105 
97,801 
596,128 

22 lntercrt 676,078 (9,163) ' 666.615 
23 Toul Opcmrino Expenses 58,811,882 (5393,002) $8,430,178 
24 
25 
26 CASH \VORI;ING CAPITAL REQLIHBhlENT 
27 
28 
29 

30 

31 Invmtoner B-5 
32 

Company As Filed Cash \Thciorking Cystal Co 
Schedule B-6, Sraff GI F 
Compnny ar fded material and Supplier 

Gonipany as Filcd Prepayments B-5 

(123,197) (38,689) (111.885) 

117,539 
68,527 

117,539 
68,527 

45 Refeiencer. 
46 
17  
48 
49 
50 

52 
53 

Column [.A] Company Schedule 5 6  
C~lumn PI. Staff adlusmnents to expenses, See Tcwmony CLP 

C a h m  PI. Cornpimy provided Lrsdlhg Factor 
Column E]. Column [A] * Column (D] 

Column IC]. column [A] + Column In] 

SI raiumn column [q column pi 

VI 

I.ll.W/l ..\G 
I'ACTOII 
~o\lP;!h~- 

10.602 
41.235 

(13.706) 
10.172 
10.818 
10.815 
6.880 
51.951 
51.951 
78.551 
(31.453) 

27.859 
1.964 
13.435 
(i 65) 

(172 02) 
14 83 

172 62 
(0 52) 

(33 27) 

(7.434) 

(8.593) 

0.029 
0.113 
(0.020) 
(0.0381 
0.028 
0.030 
0.030 
0.019 
0.142 
0.142 
0.215 
(0.086) 
(0.024) 
0.076 
0.005 
0.037 
(0.015) 
(0.471) 
0.041 
0.473 
(0.001) 
(0.091) 

49,712 

(31,723) 

130 
4 1  

15,113 
5,291 

70,712 

(1,281) 

21,776 
(21,886) 

3,196 
(19>894) 

1,144 * 
17,031 * 
(3,185) * 

1,922 
46 252 

(997) 

(123,197) s 

(215,262) 

(61,616) 

(123,197) S 

STI\I'F 

1R.361 

(31,723) 
(1,281) 

130 
11 

14,086 
5,291 

69,815 
896 

(?1,886) 
(18,986) 

3,196 
972 

16,815 
(3,185) 

(21 1,337) 
4,922 

16.252 
(811) 

(60,753) 
(111,885) 

(141,865) 

218,906 



t i  Water Arizona - Sun City Water District 

ear Ended June 30,2013 
N 0. WS-0 1303A- 14-00 10 

Surrebu~tal Schedule hfJR -S 

RATE BASE ADJUSTMENT NO. 4 - not used 1 

A c c r  
No. 

CLAC 
Description 

Columns [A]: Company schedules 
Column @3]: Column [C] less Column [A] 
Column [C]: See testimony MJR 

[AI PI [Cl 
COMPANY STAFF 

AS STAFF AS 

$17,500,750 $0 $17,500,750 
F ILED ADTUSTMENTS AD1 USTED 



EPCOR Water Arizona - Sun CitJ' Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

Surrebuttal Schcdde NJR-9 

RATE BASE ADJUS'1'MENT NO. 5 -REVERSAL OF IIEGULATOlIY LIAEILITY FOR LOW INCOME 
TARIFF OVER-COLLECTION 

PI [CI 
ST.4FF 

[AI 
COhlPANY 

LINE AS STAFF ADJUSTMENTS AS 
DESCRIPTION FIZED AMOUNT ADlUSTED 

1 Regulatory Liabihty 90,329 (990.329) $0 

L 

REFERJ5NCES. 
Columns [A]: Amount reflected on Co Schedule B-2. page 1 
Column PI: Col [c] less col [A] 
Column [c]: Per Teshmony MJR 



EPCOR Water Arizona - Tiibac Water District 
Docket No. W S-0 1303A-I%OOlO 
'l'est Year Ended June 30, 2013 

Surrebuttal Schedule MJR-3 

RATE BASE - ORIGINAL COST 

LINE 
NO. 

1 Plant in Service 
2 Less. Accumulated Depreuatton 
3 Net Plant 111 Semce 
4 
5 LESS. 
6 
7 
8 Less: Accumulated Amorttzatron 
9 Net CIAC 
10 
11 
12 
13 Customer Meter Deposits 
14 
15 Investment Tax Credits 
16 Regulatory Liablllty 
17 
18 
19 ADD: 
20 
21 Working Capital Allowance 
28 
29 Deferred Debits 
30 
32 
33 Original Cost Rate Base 

Contnbuttons in Aid of Constructton (CIAC) 

Advances in Atd of Constructton (AIAC) 

Deferred Income Tax Credits (Debits) 

[AI 
COMPANY 

AS 
FILED 

$6,467,719 
1,942,238 
$4,525,481 

$1,076,185 
45,823 
1,030,362 

$1,952,127 

517 
26,304 

8,215 

83,390 

$1,607,775 

PI 
STAFF 

ADJUSTMENTS 

($249,315) 
($68,885) 
($180,430) 

(3,176) 

(83,390) 

($266,996) 

1c1 
S'rAFF 

AS 
AD1 USTED 

$6,218,404 
1.873.353 
$4,345,051 

$1,076,185 
45.823 

$1,030,362 

$1,952,127 

517 
26,304 

5,039 

$1,340,780 

References: 
Columii [A]: Company Schedule B-1 
Column [B]: Schedule MJR-4 
Column [C]: Column [A] + Column P3] 



I 

I 

5 
6 
1 

8 

9 
10 

I I  
12 

13 

I4 
15 

I6 
17 

I 8  
19 

20 
1 

- 
3 

4 

5 
1, 

21 
25 
9 

30 
31 

33 
4 

35 
36 
37 
3R 
39 
40 
11 
I 2  
13 
44 
45 
46 
41 
18 
49 
50 
51 
52 
53 
54 
s i  
56 
51 
58 
59 
Ln 
61 
62 
63 
64 
65 
66 
67 
68 
69 
10 
11 
72 
13 
14 
75 
76 
11 
78 
19 
80 

81 
12 
83 
R I  
I5 
86 
87 
88 
89 
10 
11 
92 
03 
9, 
15 
IL 
97 
)8 
,1 
I,", 
1111 
io2 
I03 
101 
105 
106 
101 

55667 
?.OM 

61,190 
SO 

50 
422 

2,155 
25,292 
i ~ p o e  

M2 
156 

0 

498 

0 

44,598 
0 

236,074 
0 

20,225 
0 

219,Wl 
819 

0 
403,824 

0 
1,696,187 

249,315 

210,140 
0 

364,469 
880,119 

896,807 
37,161 

0 
0 

617.549 
194.2M 
22,040 

0 
136,093 

0 
461 

1,336 
0 
0 
0 

5,453 

0 
17,166 

0 
0 
0 
0 

0 
0 

1,932 
0 
0 

659 
0 

361 
0 

14 
43 

1,350 
4,672 

6 

431 
0 

64 
6 s  
56 

191 
18 

1,506 
0 

0 

$ 6,U1,119 
1.942.238 

22,179 

3 . m  

2,228 

A 

51,076,185 
4i.823 

S1,034,362 
1,752,127 

517 
26 344 

8,215 
893W 

51 W7.715 u 

$0 I0 SO 5 

(249,315) 

567 
2,030 

61,1911 

io 
10 

122 

2, i is  

25,212 
14,608 

MZ 
l i 6  

'98 

44,598 

236,014 

20,225 

219,401 

877 

403,821 

1,696,187 

210,840 

$44,169 

886,119 
896.107 
31,161 

611,549 
194,260 
22.040 

136,093 

uI1 

1,336 
5,.m 

17,lLL 

22,119 

1,932 

659 

361 

14 
43 

1.350 
4,672 
3,028 

36 
2 3 8  

431 

64 
Y8 
56 

197 
I8 

1.M6 

0 0 0 0 @49,315) 6,218,404 
1 . 8 ~ 1  V0.162) 1,873,353 

l,076,185 
15.823 

so so i,nin..x? 
1,952,127 

517 
26,WI 

$0 40 50 

(3,176) 5,039 
121.978) (55.112) 

61.87TI 6272118) ($3.116) W (1233.l65) $1,140,180 



LINE 
NQ 

1 

3 
4 
5 
6 
7 
8 
9 
10 
11 

7 

ACCT. 
m DESCII JPTION 

303 j00 
342000 Stores Eqrupment 

Lmd Br Land Rights T6rD 

District Subtotal 

References: 
Column [A] Company Schedules 
Colunm [B] MJR Tesumony 
Column IC] Column A -us Column B 





I M T E  BASE ALIJUS I'MENT NO 3 .  WORKING CAPITAI. 1 

1 

3 
4 

3 

6 

8 

9 
i n  
11 
12 
13 

14 

15 
16 
17 
18 

I9  
20 
21 

23 

21 
25 
26 
27 
28 
29 

.> 

30 

31 

Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal 
Intercompany Supporl Services 
Corporate Allowtlon 
Oubide Services 
Group Insurance 
Pensions 
Regulatov Expense 
Insurance Other Than Group 
Customer AccounOng 
Rents 
General ORce Expense 
Mtscellaneo~s 
Maintenance Expense 
Property Taxes 

Taxes - Payroll 
Taxes -Other 
Income Tax 

Interest 
Totd Operatlog Expenses 

CASH WORKING CAPITAL REQUIREVENT 

Company .% bled Cnrh bbrbng Capid Co Schednlc 
B-6, Stiff 6 1  F 
Cornpan!. as filed mnteod and Suppies Invmtones B 

S179.44U (3,175) 
50 n 

233,324 n 
$98,934 (32,592) 

$811 n 
s95 0 

$34,814 (2,367) 
~26,870 0 

$58,250 (429) 

57,761 
612,198 

$32,883 

57,566 
528,204 

$6,5i7 

$38,135 
537,502 

$2,360 
$13,897 

142,897 

(7,261) 
n 

0,871) 
n 

(2,181) 

' ( I P S )  

n 
(3J 43) 

' 0  
' 0  

(10,902) 

$176,205 

$0 
$33 324 
366,342 

$811 

$95 
532,117 
$26,870 

$37.821 

$430 
$0 

112,198 
$19,011 

$7,566 
$36,023 
$4,619 

$38,435 

134,359 

$13,897 

12 260 

$31 995 

$10,838 

$595,606 

10 377 
41 010 
(6 603) 
41 010 
(34 828) 
10593 
10590 
7 238 

51 726 
51 726 
89 656 

(8 819) 
24 051 

7 926 
15824 

(10 043) 
(172 24M1) 

11 6nun 

(0 7400) 

(33 4900) 

(23 808) 

176 8240 

109 

36,357 

5.102 

(6U3) 

(68) 
3 

1,010 

533 
5,421 

11,116 

1,784 

(794 
(553) 
499 
612 
385 

(1,058) 

(17,693 

556 
1,095 

(87) 

5,013 

(603) 
7,454 

(69) 
3 

941 

533 
5.360 

61 

(796) 

(459) 
199 

565 
200 

(1,058) 
(16,214) 

556 
1,Mj 

(65) 

(0 0918) (3,791) (3,829) 

S 3,363 $186 

3,362 186 

53,362 ($3,176) I 186 

$0 $0 
32 Compmy as Rled Prepqmcntr R-5 64.853 $4.853 

33 
34 \Vorhng Capital $n,3i5 ($3,176) $5,039 
35 
36 
37 
38 

39 

40 
41 

42 

43 
44 
+ N- _Ynl *tlom rOi T~~~ ps,cD~~ ,ixnnc ,u,cmcnh smirvrd laud iy roc pmprm wr. io, oth.r. 

' Compmy did not breakdown Lcad/Lag R-6 benvccn group msurmcc and pensions 
'Sraff removed Rrg~Jitory rspnpmsc of from lcad lag Ciamates 

'Staff icceptr Compmr b r d d o w  bcwcen pa?roll faxes and other fmcs. 

' Sraft Cost of Gpitpitd Tcsnmony 

'\Vstcr testing included in misccllmeour 
Staff Calculates p q e r t y  and mmme cares bRred on Sraffr recommended revenue rcquiremenr 

46 Column [A]: Company Schcdule R-6 
47 Column [8]: Staff sdiusmenrr 10 crpenser, Sce Testimony CLP 
48 Column IC] G l u m  [A] + Column p] 
49 Column [o]: Complny provided Lead/Lag Factor 
50 Column [E] Column [A] Column [D] 
51 Coliimn [q Coliimn IC] * Column [D] 
52 
53 



EPCOR Water Arizona - Tubac Water District 
Docket No. WS-Ol303A-ll-0010 
Test Year  Ended June 30, 20U 

Surrebuttd Schedule MJK-8 

,Not used 

[AI P I  IC1 

AS AD] US1 MENTS AS 
COMPANY S rAFF STAFF 

LINE 
NO DESCRIPTlON FILED AMOUNT AQJELED 

1 
7 

3 
4 REFEKENCES 
5 Columns [A] Amount reflected an Co Schedule B-2, page 1 
6 Column p] Col [C] less col [A] 
7 Column [C] Per Tesbmonp MJR 
8 
9 
10 



EPCOR \V*trr Anrona - Tubzc Water Dtsmct 
Docket No U’S Ol301A-ll-0010 
Te-t Year Ended June 30,20U 

RATE nAsE ADJUSTMENT NO. 5 - UWNIC MEDIA I 
[*I PI IC1 

LINE AS ADJUSTMENTS AS 
COAW’ANY SThFF STAFF 

N O  DESCRIPTTON FILED A M O U N T  ADIUSED - 
1 

3 320200 Remove eus- deferred tn plant 249,315 (249,515) 

Reverse Deferird Debits S 55,112 ’ (‘15,112) h 
Plant 2ccounts 

AccumulatedDepreclatlon 70,762 (70,762) 

4 REFl3RENCES 
5 

7 
S 
9 
10 

Columns [A] Amount reflected on Co Schedule B-2, p%sy 1 

Column IC] Per Testunony MJR and DR STF BAL? 12 2 Revised 
G Column p] Col IC] less col [A] 



TJCOR Watci Aiizona - All Dl\tiicts 
Docbet No \XiS-01iU3h-14-0010 
Teat Yea1 Endcd Junc 30, 2013 

LINE 
NO DIZSCRIPTION 

[*I 
Company 
Proposed 

1 Mohaw Water $ 1,331,139 

2 Mohave Wastewatei $ 257,946 

3 Paradike Valley Water $ 1,608,655 

4 Sun City Watei $ 1,916,821 

6 
7 
8 
9 

5 Tubac Watei $ 238,395 

10 REFERENCES 
11 Columns [A] Amount reflected on Co Schedule C-2 
12 Columi p] Col [C] leas col [A] 
13 Column IC] Pel Tesbinony MJR 
14 
15 
16 

hdiustinent Staff 12ccoinnmdcd 

$ (57,392) $ 1,273,747 

$ (4,167) $ 253,779 
b (75,451) b 1,533,204 
$ (202,512) $ 1,714,309 
$ (77,549) s 160,846 



Surrebuttal Exhibit MJR-A 
NARUC Instruction No. 29 Transfer of Assets 



2 8 .  

29. 

pi 
Utilitv Plant - Work Order and Propertv Record System Reauired 

A .  Each utility sha l l  record all construction and retirements of 
utility plant by means of work orders or job orders. Separate Work 
orders may be opened for additions to and retirements 05 utility 
plant or the retirements may be included with the construction work 
order, provided, however, that all items relating to the 
retirements shall be kept separate from those rebating to 
construction and provided, further, that any maintenance costs 
involved in the work shall likewise be segregated. 

B. 
the nature of each addition to or retirement of utility plant, the 
total cost thereof, the source or sources of costs, and the utility 
plant account or accounts to which charged or credited. Work 
orders covering jobs of short duration may be cleared monthly. 

C. 
account, the amounts of the annual additions and retirements are 
classified SO as to show the number and the cost of the various 
retirement units or other appropriate record units included. 

Each utility shall keep its work order system so as to show 

Each utility shall maintain records in which, for each plant 

therein. 

Utility Plant - Transfers of Property 

A .  When property is transferred from one utility plant account to 
another, from one utility department to another, such as from water 
to wastewater, from one operating division or area to another, to 
or from accounts 101 - Utility Plant in Service, 1 0 2  - Utility 
Plant Leased to Others and 103 - Property Held for Future Use, the 
transfer shall be recorded by transferring the original cost 
thereof from the one account, department, or location to the other. 
Any related amounts carried in the accounts for accumulated 
depreciation or amortization shall be transferred in accordance 
with the segregation of such accounts. 

B. 
plant accounts to account 121 - Nonutility Property, the transfer 
shall be accomplished by crediting the utility plant accounts and 
charging the accumulated depreciation with the book cost of the 
item transferred; the accumulated depreciation shall then be 
credited and account 121 - Nonutility Property, concurrently 
charged with the market value of the property transferred. ~f the 
property is sold within a relatively short time, a debit or credit 
shall be made to the accumulated depreciation to adjust the 
estimated salvage to the amount actually realized. 

When depreciable property is transferred from the utility 

3 4  





B. Work orders shall be cleared from this account as soon as 
practicable after completion of the job. Further, if a project, 
such as pumping station or treatment plant, is designed to consist 
of t w o  or more units which may be placed in service at different 
dates, any expenditures which are common to and which will be used 
in the operatkpn of the project as a whole shall be included in 
utility plant in service upon the completion and the readiness for 
service of the first unit. 
exclusively with'units of property not yet in service shall be 
included in this account. 

Any expenditures which are identified 

C. 
construction of utility facilities are to be included in a separate 
subdivision in this account. Records must be maintained to show 
separately each project along with complete detail of the nature 
and purpose of the research and development project together with 
the related costs. 

Expenditures on research and development projects for 

106. Completed Construction Not Classified 

At the end of the year or such other date as a balance sheet 
may be required by the Commission, this account shall include the 
total of the balances of work orders for utility plant which has 
been completed and placed in service but which work orders have not 
been classified for transfer to the detailed utility plant 
accounts. 

Note:--For the purpose of reporting to the Commission, the 
classification of utility plant in service by accounts is required. 
The utility shall also report the balance in this account 
tentatively classified as accurately as practicable according to 
prescribed account classifications. The purpose of this provision 
is to avoid any significant omissions in reported amounts of 
utility plant in service. 

. 

108. Accumulated Depreciation 

A. This account shall reflect the depreciation accumulated on 
plant used in water utility service. 

B. The utility shall maintain separate subaccounts corresponding 
with the depreciable plant accounts, in which the accumulated 
depreciation total is segregated. 

C. The following subaccounts shall be maintained: 

108.1 Accumulated Depreciation of Utility Plant in Service 

A. This account shall be credited with the following: 

55 



B U m C E  SHEET ACCOUNTS 

(1) Amounts charged to account 403 - Depreciation 
Expense, to account 416 - Costs and Expenses of 
Merchandising, Jobbing and Contract Work, or to 
clearing accounts for current depreciation expense 
(excludes contributed plant). 

( 2 )  Amounts of depreciation applicable to utility 
properties acquired as operating units or systems (See 
Accounting Instruction 21). 

( 3 )  Amounts charged to account 182 - 
Extraordinary Property Losses, when authorized by the 
Commission. 

( 4 )  
to account 272 
Contributions in Aid of Construction, if such 
amortization is recognized by the Commission. 

Amounts equal to those concurrently charged 
- Accumulated Amortization of 

Note:--See Accounting Instruction 8 
regarding adjustments for past accrued depreciation. 

and account 439 

B. 
plant in service, this account shall be charged with 
the book cost of the property retired plus the cost of 
removal, and shall be credited with the salvage value 
and any other amounts recovered, such as insurance. 
When retirement, cost of removal and salvage are 
entered originally in retirement work orders, 
total of such work orders may be included in a separate 
sub-account hereunder. 
order, the proper distribution to subdivisions of this 
account shall be made as provided in the following 
paragraph. 

At the time of retirement of depreciable utility 

the  net 

Upon completion of the work 

C. 
plant account to another, or from or to another utility 
department, or from or to nonutility property, the 
accounting for the related accumulated depreciation 
shall be as provided in Accounting Instruction 29. 

When transfers of plant are made from one utility 

D. The utility is restricted in itquse of this 
accumulated depreciation account to the purposes set 
forth above. It shall not divert any portion of this 
account or make any other use thereof without 
authorization by the Commission. 
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Surrebuttal Exhibit MJR-C 
Company Schedule of CIAC Not Included in Rate 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-I 4-001 0 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 32.01 Page I of 2 

Q: Plant Not Used and Useful - In the direct testimony of Staffs Engineer Michal 
Thompson, he identified the following plant items as not being used and useful. 

The Mohave water system has five (5) inactive wells, listed under Table A, which 
have been disconnected, capped, and abandoned. Staff concludes that the wells 
are not used and useful to the District’s provision of service. 

The Camp Mohave water system has one ( I )  inactive well, listed under Table 8, 
which has been disconnected, capped, and abandoned. Staff concludes that the 
well is not used and useful to the District’s provision of service. 

The Lake Mohave water system has one ( I )  inactive well, listed under Table C, 
which has been disconnected from the water system. Staff concludes that the well 
is not used and useful to the District’s provision of service. 

The Desert Foothills water system has one ( I )  inactive well, listed under Table A, 
which has been disconnected from the water system. Staff concludes that the well 
is not used and useful to the District’s provision of service. 

Please provide the following information: 
a. 

b. 
C. 

A: a. 

b. 

When each of the plant items identified above was placed into service (date), 
and the original plant cost of the plant items identified above. In addition, 
please provide the supporting documentation for the plant items identified 
above (e.g. invoice). 
When each of the items identified above was taken out of service (date). 
The funding source of any of the plant items listed above (e.g. debt, AIAC, or 
CIAC). In addition, please provide the supporting documentation for the funding 
source. 

Please see file attached labeled “RUCO 32.01 Mohave Wells.xlsx” for in- 
service dates, and original cost of the wells. As shown on attachment, the 
subject wells were placed in service in 1947-1 961 except for two which were 
placed in service in 1995 or 1996. The invoices supporting these plant 
additions that were the subject of several previously-litigated rate proceedings 
are no longer available. 

It does not appear from our analysis of asset listings that the wells noted on 
attachment labeled “RUCO 32.01 Mohave Wells.xlsx” have been retired. 



~~~~~~~: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 32.01 Page 2 of 2 

c. The funding sources of these wells that have gone through at least 3 
acquisitions is not readily retrievable in the accounting system, and the 
accounting for these wells has been accepted by the Commission in previous 
rate case decisions involving the Mohave Water district. 
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Data Request Exhibit 
RUCO 30.1 and RUCO 27.1 Accumulated Deferred 

Income Taxes 



COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: VVS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Co nt ro I le r 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 30.1 Page I of 3 

Q: Refer to the response to RUCO 27.1. 
a. 

b. 

C. 

d. 

e. 

A: 
a. 

Does the $1 5,079,357 amount in account 2902 ADIT-liability at 6/30/2014 fully 
reflect the impact of all tax depreciation, including 2013 bonus tax 
depreciation, that was reflected for EWAZ on the EPCOR Water (USA) Inc. 
and Subsidiaries 201 3 federal income tax return? 
1. If not, explain fully why not, and identify additional amounts of 2013 tax 

depreciation taken on the 2013 federal income tax return that were not yet 
reflected in the 6/30/2014 ADIT balance of 15,079,357. 

Show in detail all vintages of tax depreciation (e.g., 2012 bonus tax 
depreciation, 201 2 MACRS, 201 3 bonus tax depreciation, and 201 3 MACRS, 
and other) that are included in the derivation of the $15,079,357 amount in 
account 2902 ADIT-liability at 6/30/2014. 
Also, show what state and federal tax rates were applied to the tax-book 
depreciation differences and other tax-book differences to derive each 
component of the 6/30/2014 ADIT balances in accounts I587  and 2902. 
Show in detail all vintages of tax depreciation (e.g., 2012 bonus tax 
depreciation, 201 2 MACRS, 201 3 bonus tax depreciation, and 201 3 MACRS, 
and other) that are included in the derivation of the $14,469,205 amount in 
account 2902 ADIT-liability at 12/31/2013. 
Show in detail what state and federal tax rates were applied to the tax-book 
depreciation differences and other tax-book differences to derive each 
component of the 12/31 /201 3 ADIT balances in accounts 1587 and 2902. 

The $15,079,357 amount in account 2902 ADIT-liability at 6/30/2014 is an 
estimate of the half-year tax depreciation from 1/1/2014 to 6/30/2014. It does 
not include 2013 bonus tax depreciation that was reflected for EWAZ on the 
EPCOR Water (USA) Inc. and Subsidiaries 2013 federal income tax return. 
The decision to use bonus tax depreciation was not made until just prior to the 
tax return filing date in September of 2014. 



~~~~~~~: EPCOR Water Arizona lnc. 
DOCKET NO: WS-01303A-14-0010 

6?SpQnSe provided by: Greg Barber 
Title: Controller 

Add re§§ : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 30.1 Page 2 of 3 

b. See the detail for tax depreciation that is included in the derivation of the 

C. 

$1 5,079,357 amount in account 2902 ADIT-liability at 6/30/2014. 

IDIT Liability Balance Account 2902 6/30/2014 $15,079,357 

$9,218,951 Depreciation ADIT within acct 2902 

Tax Return Form 4562 Classification Estimated Estimated 
, 2012 2013 6/30/2014 Total 

Special depreciation-Bonus $7,302,683 $5,321,209 $12,623,892 
ACRS-Ot her $47,544 $19,193- $66,737 

5Yr ; MACRS $18,443 $18,443 
7Yr MACRS $13,858,962 $13,858,962 
25yr , MACRS $13,389,536 $51,488 $13,441,024 
39yr MACRS $66,828 $3,323 $70,151 
Pior year MACRS property $28,315,398 $28,315,398 

' Estimated 2014 tax depreciation x 50% $12,481,367 $12,481,367 

3Yr MACRS SO , $0 

I r 
Tax Depreciation $34,683,996 $33,710,611 , $12,481,367 $80,875,974 

Reg/Book Depreciation ~ $22,623,504 $20,856,405 : $13,712,341 $57,192,250 

Difference $12,060,492 $12,854,206 ($1,230,974) $23,683,724 
Accumulated Difference $12,060,492 $24,914,698 $23,683,724 

le fer red Tax @ 38 925% $9,218,890 $9,218,890 

The net effective state tax rate used was 3.925% and a federal tax rate of 35% 
were applied to the tax-book depreciation differences and other tax-book 
differences to derive each component of the 6/30/2014 ADIT balances in 
accounts 1587 and 2902. 



COMPANY: EPCGR Water Arizona inc. 
WS-01303A-14-0010 

Greg Barber 
Title: Controller 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 30.1 Page 3 of 3 

d. See below for the detail of tax depreciation included in the derivation of the 
$1 4,469,205 amount in account 2902 ADIT-liability at 12/31/2013. 

ADIT Liability Balance Account 2902 12/31/2013 I $14,469,205 

$10,841,521 Depreciation ADIT within acct 2902 

Deferred 

Tax Return Form 4562 Classification Estimated 
2012 2013 Total 

Special depreciation-Bonus $7,302,683 $5,321,209 $12,623,892 
ACRS-Other $47,544 ~ $19,193 $66,737 
3vr MACRS $0 $0 
5Y r MACRS $18,443 $18,443 
7Y r MACRS 
25yr MACRS 
39yr MACRS 
Pior year MACRS property 

Tax Depreciation 

$13,858,962 $13,858,962 
$13,389,536 $51,488 $13,441,024 

$66,828 $3,323 $70,151 
I $31,253,034 $31,253,034 

' $34,683,996 $36,648,247 ' $71,332,243 

R eg/B o o k De pre c ia t io n $22,623,504 , $20,856,405 $43,479,909 

Difference $12,060,492 ' $15,791,842 $27,852,334 
Accumulated Difference $12,060,492 ~ $27,852,334 
Tax @I 38.925% a $10,841,521 $10,841,521 

e. The net effective state tax rate used was 3.925% and a federal tax rate of 35% 
that was applied to the tax-book depreciation differences and other tax-book 
differences to derive each component of the 6/30/2013 ADIT balances in 
accounts 1587 and 2902. 



EPCOR Water Arizona inc. 
WS-Ol303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Ad d res§ : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

esponse Number: RUCO 27.1 Page I of 4 

Q: Refer to the response to RUCO 18.1 and to the Excel attachment to that response 
which was provided on 12/31/2014. Concerning accounting for the Internal 
Revenue Code §338(h)(10) election, for each EWAZ utility, and to the ADIT 
balances that EPCOR has reflected in rate base for each utility: 

a. Has the Company reflected as the ADIT amounts for rate base for each utility, 
the 6/30/2013 balances that were listed in the Excel file (and reproduced 
below): 

I (384,558) I (6,726,112) __ '-- - _______ ..- 

I 
_ i . _ l _ _ _ _ _ l _ _ _  I v i i  

I '  , 1 Factor iAcct 1587- FITAsset 1 Acct 2902- FITLiabil ity 
Mohave Wastewater 1 - 1.3356%\ - _-_ " , - . - - -.(Y3!! I - _ _ _  __ ( 89,834) 

(7806%) 

(53,284) "- -. Tubac " - -  - Water  - _  
Mohave " "  Water  I (30,366)- 1.- I - ~ (531,121) . _ _  ~ 

Paradise Valley Water  1 I 7.1530%! (27,507) 1 (481,119) 

I 

(44,634) 
(3,046) I i j-- "I- - 

11.6066%1 
-~ 0.7922%; 

t i  

i i  
. " - " - _ - - I  

b. If not, explain fully why not, and show in detail the ADIT amounts used by 
EPCOR in its proposed rate base for each utility, and show in detail how each 
of those ADIT amounts were developed. 

c. Are negative amounts for accounts 1587 and 2902 indicative of credit balances 
in each of those accounts as of 6/30/2013? 

1. If not, explain fully what the credit balances in each of these accounts 
re present. 

d. Explain the decrease in the Account 2902 ADIT from $1,040,359 at 12/31/2011 
to $1 13,631 at 1/31/2012. 

e. Explain the zero balances in account 2902 and 1587 at 2/29/2012. 
f. Show in detail how the $384,558 in account 1587 is derived, including all book- 

tax differences and the income tax rates applied to each difference. 
g. Show in detail how the $6,726,112 in account 2902 is derived, including all 

book-tax differences and the income tax rates applied to each difference. 
h. Why doesn't the $6,726,112 amount in account 2902 change at all from 

12/31/2012 to 6/30/2012? Explain fully. 
i. Provide the ADIT balance, by account, in total and on each utility's books as of 

each of the following dates: 

1. 12/31/2013 
2. 06/30/2014 



~~~~~~~~ EPCOR Water Arizona Inc. 
DOCKET NO. WS-01303/4-14-0010 

Response prsvi Greg Barber 
Title: Co nt ro I le r 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 27.1 Page 2 of 4 

3. 12/31/2014 (provide the Company’s best estimates if actuals are not yet 
available) 

j. Is the Company aware that bonus tax depreciation was recently extended for 
2014 by the US Congress and signed into law by President Obama? 

1. If not, explain fully why not. 
2. If so, explain fully the Company’s awareness of the availability of 2014 

bonus tax depreciation. 

k. Has or will EPCOR utilize 201 4 bonus tax depreciation? 

1. If not, explain fully why not. 
2. If so, show the calculations including the estimated impacts on ADIT 

from using 201 4 bonus depreciation. 

A: 
a. No. 

b. The correct ADIT amounts for rate base for each district are reflected in the 
table below. The factors used in the table provided in response to data 
request number RUCO 18.1 were based on the 4-factor allocation method and 
are incorrect. The correct allocation factors are reflected in the table below and 
are based on the general metered customer allocation: 

6/3 0/2013 ($384,558) ($6,726,112) 

Mohave Wastewater 0.8752% ($3,366) ($5 8i8 67 1 
Sun City Water 14.2637% ($54,8521, ($959,392) 
Tubac Water 0.3699% ($1,422) 8 ($24,880) 
Mohave Water 9.8001% ($37,687)’ ($659,166) 
Paradise Valley Water 2.9920%’ ($11,506) ’ ($201,245) 

Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 

The calculation for the ADIT amounts is shown on Company workpaper labeled 
“EUSA TB by BU 131 101-Sch E.xlsx” which was provided as part of the 
Company’s original workpapers in this case. 

c. Yes, the negative amounts for accounts 1587 and 2902 are indicative of credit 
balances. 
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d. The decrease in the debit balance for account 2902 ADIT from $1,040,359 at 
12/31/2011 to $113,631 at 1/31/2012, was mainly due to the increase in the 
deferred tax liability generally caused by tax depreciation exceeding book 
depreciation. 

e. The zero balances in account 2902 and 1587 at 2/29/2012 were caused by the 
Company not making an income tax provision calculation during that interim 
period. 

f. The detailed calculations for the $384,558 in account 1587 were prepared by 
the Company's outside tax consultants. We have requested those files from 
our consultants and once received the Company will provide them to RUCO. 

g. The detailed calculations for the $6,726,112 in account 2902 were prepared by 
the Company's outside tax consultants. We have requested those files from 
our consultants and once received the Company will provide them to RUCO. 

h. The $6,726,112 amount in account 2902 did not change at all from 12/31/2012 
to 6/30/2012 because the Company did not prepare an income tax provision 
calculation during these periods. 

i .  The ADIT balance, by account, in total and on each district's books as of each 
of the following dates are presented in the tables below: 

i. 12/31/2013: 

General Metered 
12/31/2013 Customer 4,274,820 (14,469,205) 

Mohave Wastewater 0.8752% 37,415 (126,642) 
Sun City Water 14.2637% 609,749 (2,063,849) 
Tubac Water 0.3699% 15,813 (5 3,524) 
Mohave Water 9.8001% 418,936 ' (1,417,994) 
Paradise Valley Water 2.9920% 127,901 (43 2,9 15) 

Factor Acct 1587 - FIT Asset Acct 2902 - Liability 

ii. 06/30/2014: 
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Mohave Wastewater 
Sun City Water 
Tubac Water 
Mohave Water 
Paradise Valley Water 

General Metered 
Customer 996,509 

Factor ACCt 1587 - FIT Asset 

0.8752% 8,722 
14.2637% 142,139 
0.3699% 3,686 
9.8001% 97,659 
2.9920% 29,815 

(15,079,357) 
Acct 2902 - Liability 

(13 1,9 82) 
(2,150,879) 
(55,781) 

(1,477,790) 
(45 1,170) 

iii. 12/31/2014 -we are unable to provide an accurate estimate due to the 
fact the actuals are not yet available to be input into our income tax 
provisioning process. . 

j. Yes, the Company is aware that bonus tax depreciation was recently extended 
for 2014 by the US Congress and signed into law by President Obama. On 
December 16, 2014, Congress passed a tax extender package which included 
an extension of 50% bonus depreciation through the end of 2014. Thus, 50% 
bonus depreciation is available for qualifying personal business propetty placed 
in service during 2014. In addition, the new law allows 50% bonus depreciation 
through 201 5 for certain property with a longer production period and certain 
aircraft. The Company intends to do a thorough analysis of these rules for its 
2014 Income Tax Returns. 

k. The Company intends to do a thorough analysis of the bonus tax depreciation 
rules to determine if it will use these rules. 
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EXECUTIVE SUMMARY 
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The surrebuttal testimony of Christine L. Payne addresses the following issues: 

Revenue Reauirement - The following table presents Staffs surrebuttal recommended revenue 
compared to the EPCOR Water Arizona, Inc.’s (“Company”) proposed revenue in dollars for each 
district: 

Staffs 
Recommended 

District Revenue 
Mohave Water $ 7,870,575 
Mohave Wastewater $ 1,402,026 
Paradise Valley Water $ 9,737,684 
Sun City Water $ 11,219,958 
Tubac Water $ 816,004 
Totals $ 31,046,247 

Company’s 
Proposed 
Revenue Dollar Difference 
$ 8,327,207 $ 456,632 
$ 1,509,477 $ 107,451 
$ 10,489,588 $ 751,904 
$ 11,871,945 $ 651,987 
$ 977,682 $ 161,678 
$ 33,175,899 $2,129,652 

Test Year ODeratins Income - The following table presents Staffs recommended operating income 
and the Company’s proposed operating income in dollars by district: 

Staffs Company’s 
Recommended Proposed 

District OtxIncome OnIncome Difference 
Mohave Water $ 1,435,784 $ 1,614,211 $ 178,427 
Mohave Wastewater $ 31 1,241 $ 364,459 $ 53,218 
Paradise Valley Water $ 2,380,067 $ 2,705,436 $ 325,369 
Sun City Water $ 1,640,897 $ 1,814,318 $ 173,421 
Tubac Water 
Totals 

$ 83,128 $ 110,454 $ 271326 
$ 5,851,117 $ 6,608,878 $ 757,761 

The primary differences in operating income for Staff and the Company relate to corporate 
allocations. Property taxes and income taxes are conforming as a result of changes in revenues. The 
Company concurs with Staffs adjusted test year revenues recommended in its direct testimony and 
has made the proper adjustments in its rebuttal schedules. 
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Please state your name, occupation, and business address. 

My name is Christine L. Payne. I am a Public Utilities Analyst employed by the Arizona 

Corporation Commission (“ACC” or “Commission”) in the Utilities Division (“Staff’). My 

business address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Are you the same Christine L. Payne who filed direct testimony in this case? 

Yes. 

PURPOSE OF SURREBUTTAL TESTIMONY 

Q. 

A. 

What issues will you address in surrebuttal testimony? 

I will be providing Staffs responses to portions of EPCOR Water Arizona, Inc.’s (“EWAZ” 

or “Company’) rebuttal testimony. Specifically, I will be responding to EWAZ’s rebuttal 

testimony in regards to recommendations regarding operating expenses in my direct 

testimony. Listed below are the issues that are discussed in this surrebuttal testimony: 

Operating Income Statement Adjustments 
1. Depreciation Expense 
2. Property Taxes 
3. Income Taxes 
4. Corporate Allocation 

a. Labor Expense 
b. Corporate Allocation 
C. Outside Services 
d. Pensions 
e. Regulatory Expense 
f. Customer Accounting 
g. General Office Expense 
h. Miscellaneous Expense 

5. Chemicals (Tubac only) 
6. Bad Debts Expense 
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Q. Did you attempt to address every issue raised by EWAZ in its rebuttal testimony? 

A. No. I limited my discussion to certain issues as discussed later in this surrebuttal testimony. 

My silence on any particular issue raised in the Company’s rebuttal testimony does not 

indicate that I agree with the Company’s stated rebuttal position on the issue. Rather, where I 

do not respond, I rely on my direct testimony. 

SUMMARY OF PROPOSED REVENUES 

Q. 

A. 

Please summarize Staff’s recommended revenue. 

Staff recommends a total revenue increase for the five districts in this rate of $31,046,247 or 

an 11.00 percent increase over Staffs adjusted test year revenues of $27,968,723 for the five 

districts in this rate proceeding: Mohave Water, Mohave Wastewater, Paradise Valley Water, 

Sun City Water and Tubac Water districts. Staffs total annual recommended revenue of 

$31,046,247 produces an operating income of $5,851,117 or a 6.40 percent rate of return on a 

Staff adjusted original cost rate base of $91,465,615 (with tbe exception OfTHbacS. rate ofreturn at 

6.20 percen2l). 

Revenue Requirement - The following table presents Staffs recommended revenue versus the 

Company’s proposed revenue in dollars for each district for surrebuttal testimony: 

Staffs Company’s 
Recommended Proposed 

District Revenue Revenue Dollar Difference 
Mohave Water $7,870,575 $8,327,207 $456,632 
Mohave Wastewater $1,402,026 $1,509,477 $107,451 
Paradise Valley Water $9,737,684 $10,489,588 $751,904 
Sun City Water $11,219,958 $1 1,871,945 $65 1,987 
Tubac Water 
Totals 

$816,004 $977,682 $161,678 
$31,046,247 $33,175,899 $2,129,652 
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Q. How does Staffs total recommended revenue compare to the recommended revenue 

level in Staffs direct testimony for the five districts in this rate proceeding? 

Staffs recommended total revenue increased by $577,042 from $30,469,205 in direct 

testimony to $31,046,247 in surrebuttal testimony due primarily to adjustments in corporate 

allocation as shown on surrebuttal schedules CLP-16. 

A. 

OPERATING INCOME AND EXPENSE ADJUSTMENTS 

Operating Income AajuJtment No. I @lohave Water and Sun Cip Water dihcts on& 

Q. 

A. 

Q. 

A. 

Did Staff review the Company’s rebuttal testimony concerning Staffs adjustments to 

water revenue for the Mohave Water and Sun City Water‘s districts? 

Yes. 

Does Staff agree with the Company’s treatment for the adjustments Staff made in its 

direct testimony to water revenue for the Mohave Water and Sun City Water‘s 

districts? 

Yes. Staff does not object to the Company refunding the over collection of revenue to the 

residential and commercial customers that paid the surcharge through the highest tier rates. 

Operating Expense Aajustment No. 2 - Depreciation Expense 

Q. 

A. Yes. 

Did Staff review the Company’s rebuttal testimony concerning depreciation expense? 

Q. Does the Company agree with Staffs recommendation for depreciation and 

amortization expense? 

Only in part. EWAZ agrees with Staffs corporate allocation Adjustment No. 5e made in 

Staffs direct testimony to regulatory expense for the amortization of year 2000 software costs 

A. 
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should be recorded as depreciation/amortization expense instead of being recorded through 

corporate allocations. Staff reversed the corporate allocation Adjustments No. 5e on 

surrebuttal schedules CLP-16 for all five districts for a total of $24,699. Staffs witness Mary 

Rimback will discuss the treatment of the $24,699 amortization in her direct testimony when 

she discusses Staffs recommended changes to depreciation and amortization expense. The 

$24,699 reversal for this adjustment is shown on the corporate allocation page 11, 

Adjustment No. 5e- regulatory expense by district. 

Q. 

A. 

What are the major differences in Staffs recommended depreciation expense and the 

Company’s proposed depreciation expense? 

Staffs adjustments to depreciation expense are reflected on surrebuttal schedule CLP-12. 

Ms. Rimback will discuss the adjustments to specific plant accounts and the related 

depreciation expense accounts. 

Operating Expense Adjustment No. 3- Income Tax Expense 

Q. 
A. 

Q. 
A. 

Did Staff review the Company’s rebuttal testimony concerning income tax expense? 

Yes. EWAZ agreed that the correct state income tax rate to be used in the calculation of 

income taxes is 6.0 percent. The Company reflected this updated tax rate in its rebuttal 

testimony. 

Does Staff agree with the Company? 

Yes. 
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Q. What is Staffs recommendation? 

A. Staffs recommendation for income tax expense is shown on surrebuttal schedules CLP-15 

and CLP-2 for all districts. 

Operating Expense Agktment  No. 4 - Pmperty Taxes 

Q. 
A. 

Q. 
A. 

Did Staff review the Company’s rebuttal testimony concerning property taxes? 

Yes. Changes in property taxes are typically due to conforming changes in recommencr 

revenues. As previously discussed, EWAZ accepted Staffs adjustments to test year revenues 

for the Mohave Water and Sun City Water districts. Also, EWAZ stated that Staff did not 

include 10 percent of Construction Work in Progress (“CWIP”) on the property tax expense 

worksheet for Tubac (CLP-14). 

Does Staff agree with the Company? 

Yes. Property tax expense changed as a result of changes to revenues. Staff also updated the 

property tax expense schedule as shown on surrebuttal schedule CLP-14 to include the 10 

percent of CWIP for the Tubac water district. Staff and EWAZ are in agreement in the 

treatment of property tax expense. Any differences in Staffs and EWAZ’s calculation of 

property tax expense are a direct result of differences in Staffs revenue recommendations and 

EWAZ’s proposed revenues. 

Operating Expense Adjstment No. 5 - Cotporate Cost Allocations 

Q. Did Staff review EWAZ’s rebuttal testimony regarding the adjustments Staff made to 

expense accounts that were allocated using the 4-factor allocation method? 

A. Yes. 
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Q. 

A. 

Does Staff agree with EWAZ’s proposed expense accounts that were allocated 

through the corporate cost pool using the 4-factor allocation method? 

Only in part. EWAZ proposed various operating expenses that were allocated through the 

corporate allocation cost pool using the 4-factor cost allocation method. Staff has been 

working with the Company on differences between the Company’s numbers and Staffs to 

determine the cause of major discrepancies as it relates to the income statement. Most of 

EWAZ’s concern had to do with Staffs adjustment to labor for their short-term incentive 

plan (“STIP”) and the corporate allocation expense account for the Canadian items allocated 

in the corporate cost pool allocations. By working with the Company, Staff was able to come 

to an agreement on most of the errors and/or miscalculations that were made. Further, Staff 

is recommending that EWAZ be allowed to recover 50 percent of the amounts that were 

disallowed in Staffs direct testimony. Staff made the appropriate adjustments to the 

corporate allocation schedules for each district as warranted shown on surrebuttal schedules 

CLP-16 (adjustments 5a- 5h)’. An explanation of each expense adjustment is provided below. 

Cornorate Allocation -Labor ExDense - (adjustment 5a) 

Q. Please explain the adjustments Staff made to the labor expense accounts (adjustment 

a) allocated through the corporate cost pool for all five districts. 

EWAZ provided Staff with metrics used for the target payout under its STIP and the 

Company voluntarily removed 10 percent of incentive compensation based on financial 

performance. The Company’s rebuttal worksheets were updated to reflect these changes. 

Staff is in agreement with the changes that EWAZ made in removing 10 percent of the 

incentive compensation that was based on financial performance. 

A. 

1 Staff did not adjust depreciation and amortization expense on the corporate allocation schedule because this adjustment 
is captured on schedule CLP-13 (depreciation and amortization adjustment no 2). 
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Furthermore, Staff now recommends the sharing of the remaining STIP costs so that rate 

payers and shareholders are each responsible for 50 percent of the STIP cost. 

Q. 

A. 

Q. 

A. 

What is Staffs recommendation for STIP recorded in the labor expense (adjustment 

Sa)? 

Staffs recommendation for labor expense through the corporate cost pool for STIP expense 

is $400,855 as shown on the table below and on surrebuttal schedules CLP-16.2 

Mohave Mohave Paradise Sun Remaining Total 
Water ww Valley City Tubac 8 Districts adjustment 

STIP Expense $31,653 $5,354 $28,673 $46,525 $3,176 $285,474 $400,855 

How does Staffs recommendation for STIP compare to the recommendation for 

STIP in Staff’s direct testimony? 

Staffs recommendation for the disallowance in direct testimony for STIP expense has been 

reduced by $400,855 from $810,710 in direct testimony to $400,855 in surrebuttal testimony 

as shown on surrebuttal schedules CLP-16 and the table above. 

Comorate Allocation - Comorate Allocation (Canadian) (adiustment 5bl 

Q. Please explain the adjustments Staff made to the corporate allocation Canadian 

accounts (adjustment b) allocated through the corporate cost pool for all five districts. 

EWAZ made an adjustment of $422,296 reducing the corporate allocation account in its 

dlrect testimony that Staff did not recograze in Staffs direct te~timony.~ Staff corrected the 

error on surrebuttal schedules CLP-16 for all districts using the 4-factor allocation factor for 

A. 

2 Staff discovered late that EWAZ reduced the Canadian corporate allocation account by $315,793 (Adj. SLH-11R) in its 
rebuttal testimony. Staff recommended 50% of the total disallowed STIP ($597,657* 50%=$298,828) shown on 
surrebuttal schedule CLP-16). 
3 Adjustment No. SM-18 was entered on EWAZ’s schedule revised C-2 revised schedules. 
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that district. After making this correction, Staff reduced the corporate allocation expense 

account by 50 percent for the same reasons as explained in adjustment Sa above. 

Q. 

A. 

Q. 

A. 

What is Staffs surrebuttal recommendation for the corporate allocation account 

(adjustment 5b)? 

Staffs recommendation for the corporate allocation account through the corporate cost pool 

using the 4-factor allocation method is $298,829 as shown on the table below and on 

surrebuttal schedule CLP-16. 

Mohave Mohave Paradise Sun Remaining Total 
Water WW Valley City Tubac 8 Districts adjustment 

Corporate Allocation $23,597 $3,991 $21,375 $34,684 $2,367 $212,815 $298,829 

How does Staffs surrebuttal recommendation for the corporate allocation account 

compare to the recommendation for the corporate allocation account in Staffs direct 

testimony? 

Staff reduced the adjustment of $996,118 by $697,289 in Staffs direct testimony to $298,829, 

as shown on surrebuttal schedules CLP-16 and the table above. 

Corporate Allocation -Outside Services - (adiustment 5c) 

Q. Please explain the adjustments Staff made to outside services (adjustment c) allocated 

through the corporate cost pool for all five districts. 

Staff made an adjustment of $67,011 in its direct testimony for costs related to lobbying 

expenses and legal expenses related to Thunder Mountain. Although the amounts are in 

EWAZ's general ledger (which is where Staff obtained the description and amount of 

$67,011), EWAZ did not seek recovery of lobbying expenses and legal expenses in its rate 

A. 
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Q. 

A. 

application. Therefore, Staff reversed the $67,01 

as shown on surrebuttal schedule CLP-16. 

for the five districts in this rate proceeding 

What amounts were reversed for each district for outside services on the corporate 

allocation surrebuttal schedule CLP-16? 

The table below reflects the amounts that were adjusted in Staffs direct testimony that is now 

reversed in surrebuttal testimony: 

Mohave Mohave Paradise Sun Remaining Total 
Water WW Valley City Tubac 8 Districts adjustment 

Outside Services $5,291 $895 $4,793 $7,778 $531 $47,723 $67,011 

Q. 

A. 

What is Staffs surrebuttal recommendation for outside services (adjustment 5c)? 

Staffs recommendation for outside services expense account is $767,998. 

Q. How does Staffs surrebuttal recommendation for outside services compare to the 

recommendation for outside services in Staffs direct testimony? 

Staffs direct testimony reduced outside services by $67,011 from $767,998 to $700,987. 

Staffs surrebuttal testimony position for outside services is now the same as EWAZ’s 

adjusted test year amount. 

A. 

Comorate Allocation- Pensions - (adiustment 5d) 

Q. Please explain the adjustments Staff made to pensions (adjustment 5d) allocated 

through the corporate cost pool for all five districts. 

Staff made an adjustment of $54,262 in pensions in its direct testimony for relocation 

expenses posted to the pensions account. Staff is now convinced that the amounts should 

A. 
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not be part of the rate application and has reversed the adjustments that were recommended 

in direct testimony. 

Q. 

A. 

Q. 

A. 

What amounts were reversed for each district for pensions on the corporate allocation 

surrebuttal schedule CLP-16? 

The table below reflects the amounts that were adjusted in Staffs direct testimony that Staff 

reversed in surrebuttal 

Mohave Mohave Paradise Sun Remaining Total 
Water WW Valley City Tubac 8 Districts adjustment 

Pensions $4,285 $725 $3,881 $6,298 $430 $38,643 $54,262 

How does Staffs surrebuttal recommendation for pensions compare to the 

recommendation for pensions services in Staffs direct testimony? 

Staffs direct testimony reduced pensions from $18,029 to $2,410. 

testimony reversed the adjustment of $15,619 to $18,029. 

Staffs surrebuttal 

Rermlatorv ExDense - (adiustment 5e) 

Q. 

A. 

Please explain the adjustments Staff made to regulatory expense allocated through 

the corporate cost pool for all five districts. 

In its direct testimony, Staff recommended that $24,699 regulatory expense for amortization 

of year 2000 software costs be disallowed. EWAZ accepted this adjustment. However, 

EWAZ pointed out that the $24,699 adjustment should be made to depreciation and 

amortization expense. 
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Q. 

A. 

Q. 

A. 

Does Staff agree with EWAZ that the $24,699 should be captured in the depreciation 

and amortization account instead of the regulatory expense account in the corporate 

allocation cost pool? 

Yes, staff concurs with EWAZ that this amortization cost belongs on the depreciation and 

amortization schedules for each district. Staff made the following reversals on surrebuttal 

schedule CLP-16 for each district. 

Mohave Mohave Paradise Sun Remaining Total 
Water WW Vallev Citv Tubac 8Districts adiustment 

Regulatory Expense $1,950 $330 $1,767 $2,867 $196 $17,590 $24,699 

How does Stafps recommendation for regulatory expense in surrebuttal testimony 

compare to the recommendation for regulatory expense in Staffs direct testimony? 

Staff recommends increasing regulatory expense by $15,619 from $249,536 in direct 

testimony to $272,683 in surrebuttal testimony for all five districts in this rate proceeding, as 

shown on surrebuttal schedule CLP-16. Staff also recommends that this expense adjustment 

should be captured in the depreciation/amortization expense account. 

Customer account in^ - (adiustment 5 0  

Q. 

A. 

Did Staff review EWAZ’s rebuttal testimony regarding the adjustments made to 

customer accounting? 

Yes. EWAZ agreed that the $266,016 Staff adjustment for customer accounting in the 

corporate cost pool was allocated incorrectly. Instead of calculating bad debts expense on a 

per district basis, EWAZ was calculating bad debts expense on a connection method 

allocation. 
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Q. How does Staffs recommendation for customer accounting expense in surrebuttal 

testimony compare to the recommendation for customer accounting in Staffs direct 

testimony? 

Staff did not make any changes to its recommended customer accounting expense recoveries. A. 

General Office ExDense fadiustment 5g) 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Did Staff review rebuttal testimony regarding the adjustments Staff made to general 

office expense allocated through the corporate cost pool for all five districts? 

Yes. 

Did Staff agree with EWAZ's rebuttal testimony regarding the general office expense 

adjustment that was part of the corporate cost pool allocation? 

No. Staff adjusted $275,278 of general office expense in the corporate cost pool in its direct 

testimony for costs such as promotions, advertising, donations, etc. EWAZ requested in data 

request No. 1 to Staff, a worksheet with a breakdown of the disallowed items. Staff 

responded by sending the corporate allocations worksheet to EWAZ that showed a 

breakdown of the items in the general office expense pool (Exhibit A). 

How does Staffs recommendation for general office expense in surrebuttal testimony 

compare to the recommendation for general office expense in Staffs direct testimony? 

Staff did not make any changes for general office expense that are different from Staffs direct 

testimony. 
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Miscellaneous ExDense - fadiustment 5h) 

Q. Did Staff make an adjustment in surrebuttal testimony that was different fiom Staffs 

direct testimony. 

No. EWAZ concurred with the adjustment Staff made for $6,485 made to miscellaneous 

expense that was made in its direct testimony so no adjustment was needed. 

A. 

Operating Expense Agu&?zent No. 6 - Bad Debts Expense 

Q. 

A. 

Did Staff make an adjustment for bad debts expense in its direct testimony? 

Yes. Staff removed $266,016 from the Company’s allocable expense which resulted in a 

reduction in the following bad debt expense included by way of Corporate Allocations for 

each system. 

Total 
Reduction 

Mohave Mohave Paradise Sun to Bad 
Water WW Valley City Tubac Debts Exp. 

Decrease to Bad Debt Exp. $21,006 $3,553 $19,028 $30,875 $2,107 $76,569 

Q. 

A. 

Q. 
A. 

What adjustments did Staff make to bad debts expense in surrebuttal testimony? 

Staff started with &e the same adjustments in its surrebuttal schedules as it did in its direct 

testimony. However, h t h e r  refinement to these recommended adjustments was required. 

Please explain these additional adjustments to Bad Debt Expense? 

In its rebuttal testimony, the Company provided its actual bad debt expense amounts for each 

system during the test year. Staff is now accepting those revised amounts for each system. 

Accordingly, Staff will effectively reverse the adjustments (by no longer removing the 

$266,016 from the allocable Customer Accounting expenses on Schedule CLP-16) and adjust 

from the Company’s proposed amounts in its application to the revised amounts reflected in 

the Company’s rebuttal schedules. The additional adjustment to each system will be: 
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Total 
Reduction 

Mohave Mohave Paradise Sun to Bad 
Water WW Valley City Tubac Debts Exp. 

Change to expense $50,387 $483 $(4,492) $(32,098) $(1,682) $12,598 

Q. 

A. 

Q. 
A. 

Q. 

A. 

So am I correct that Staffs surrebuttal bad debt expense recommendations for each 

district is the total of these two amounts? 

Yes. The net increase to the Bad Debt expense as reflected in this surrebuttal testimony will 

be: 

Mohave Mohave Paradise Sun Total Bad 
Water WW Valley City Tubac Debts Exp. 

Bad Debts Expense $71,393 $4,036 $14,536 $(1,223) $425 $89,167 

What is the net result of the adjustments made to bad debt debts expense? 

The net effect is to accept the Company’s final proposed amounts for Bad Debt expense in 

its rebuttal schedules. 

Mohave Mohave Paradise Sun Total Bad 
Tubac Debts Exp. Water WW Valley City 

Bad Debts Expense $96,650 $6,333 $22,236 $35,358 $1,363 $161,940 

Are there any additional comments you would like to make regarding Staffs bad debt 

expense recommendations? 

Yes. Staff is evaluating a possible minor rehnement to its uncollectible expense calculation 

shown on line 43 of surrebuttal schedule CLP-2 for the Mohave Water Division and for the 

Sun City Water Division. Staff will continue its review and may be making a specific 

recommendation regarding the matter during the upcoming Commission hearing related to 

this docket. 
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Operating Expense Adjstment 7 - Chemicals (Tubal onb) 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Q. 
A. 

Did Staff review the Company’s rebuttal testimony concerning Staffs adjustments to 

the arsenic media replacement costs? 

Yes. 

Does Staff agree with EWAZ’s position on the arsenic media replacement? 

Yes. Staff concurs with EWAZ that that an on-going media replacement cost of $46,000 is 

reasonable and that this expense level should be included on the income statement as an 

operating expense. Staff made a pro-forma adjustment of $46,000 on surrebuttal schedule 

CLP-17. Staff also agreed with EWAZ that that the Company should be able to recover the 

$101,712 deferral for media cost from 2011 and 2012. 

How does Staffs recommendation for the arsenic media costs in surrebuttal 

testimony compare to the recommendation for customer accounting in Staffs direct 

testimony? 

In Staffs direct testimony $98,934 was deducted from chemicals expense and added to plant. 

Staffs surrebuttal testimony recommended a pro-forma adjustment of $46,000 annually, and 

Staffs surrebuttal recommendation now reflects the $101,712 of deferred costs normalized 

over five years. 

What is Staffs recommendation for the arsenic media replacement costs? 

Staff recommends a total of $66,342 total for the arsenic media replacement costs ($46,300 

plus $20,242 ($101,712/5) as shown on surrebuttal schedule CLP-17. 

4 Staff discovered that an adjustment of $2,034 fo 
report. 

chemicals for the arseni media was addressed in Staffs engineering 
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Q. 

A. 

Does this conclude Staffs surrebuttal testimony? 

Yes, it does. 



EPCOR Water Arizona - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

Surrebuttal Schedule C L P l  

I REVENUE REOUIREMENT 1 

LINE 
NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operating Income (Loss) 

3 Current Rate of Return (L2 / L1) 

4 Reqwed Rate of Return 

5 Requtred Operatmg Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 6 

7 Gross Revenue Conversion Factor 

8 Reqmred Revenue Increase (L7 * L6) 

9 Adjusted Test Year Revenue 

10 Proposed Annual Revenue (L8 + L9) 

Reqmred Increase in Revenue (YO) 11 

P I  
COMPANY 
ORIGINAL 

COST 

$23,496,515 

$416,266 

1.77% 

6.87% 

$1,614,211 

$1,197,945 

1.6469 

$1,972,914 

$6,354,293 

$8,327,207 

3 1.05% 

PI 
STAFF 

ORIGINAL 
COST 

$22,432,336 

$538,569 

2.40% 

6.40% 

$1,435,669 

$897,101 

1.6377 

$6,389,776 

$7,858,919 

22.99% 

References: 
Column [A]: Company Schedule A-l 
Column [B]: Staff Schedules CLP-2, MJR-3, and CLP-10 
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Test Year Ended June 30,2013 

Surrebuttal Schedule CLP-10 

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED 

LINE 
NQ DESCRIPTION 

1 Water Revenues 
2 Other Revenues 
3 Other 
4 Total Operating Revenues 

5 Labor 
6 Purchased Water 
7 Fuel&Power 
8 Chemicals 
9 Waste Disposal 
10 Intercompany Support Services 
11 Corporate Allocation 
12 Outside Services 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounbng 
Water Teshng Expense 
Rents 
General Office Expense 
Miscellaneous 
Mamtenance Expense 
Depreaabon & Arnorbzahon 
General Taxes-Property 
General Taxes-Other 
Income Taxes 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column [A]: Company Schedule C-l 
Column [B] : Schedule CLP-11 
Column [C]: Column [A] + Column [B] 
Column [D]: Schedules CLP 2, Lines 34 and 50 
Column [E]: Column [C] + Column [D] 

[AI 

COMPANY 
TEST YEAR 

AS FILED 

$6,132,996 
221,297 

0 
$6,354,293 

$1,389,973 
26,831 

546,720 
10,916 
7,886 

950 
347,018 
192,5 87 
418,599 

6,694 
85,438 

101,045 
581,279 

0 
16,923 

241,950 
50,657 

377,160 
1,331,139 

163,376 
149,829 

(1 14,941) 
$5,938,028 

5416.265 

STAFF 
TEST YEAR 

ADJUSTMENTS 

$35,483 
0 
0 

$35,483 

(31,653) 
0 
0 
0 
0 
0 

(23,597) 
0 
0 
0 

(13,717) 
0 

(21,006) 
32,262 

0 
(21,737) 
(27,239) 

0 
(57,392) 

906 
0 

83,317 
($79,855) 
$115,338 

[cl 
STAFF 

TEST YEAR 
AS 

ADJUSTED 

$6,168,479 
221,297 

0 
$6,389,776 

$1,358,320 
26,831 

546,720 
10,916 
7,886 

950 
323,421 
192,587 
418,599 

6,694 
71,721 

101,045 
560,273 
32,262 
16,923 

226,213 
23,418 

377,160 
1,273,747 

164,282 
149,829 
(31,624) 

$5,858,173 
$531.603 

STAFF 
RECOMMENDED 

CHANGES 

$1,480,799 
0 
0 

$1,480,799 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

10,781 
0 
0 
0 
0 
0 
0 

12,601 
0 

553,235 
$576,618 
$904.181 

STAFF 
RECOMMENDED 

$7,649,278 
221,297 

0 
$7,870,575 

$1,358,320 
26,831 

546,720 
10,916 
7,886 

950 
323,421 
192,587 
418,599 

6,694 
71,721 

101,045 
571,054 
32,262 
16,923 

226,213 
23,418 

377,160 
1,273,741 

176,883 
149,829 
521,612 

$6,434,191 
$1,435,784 
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Surrebuttal Schedule CLP-12 

I OPERATING INCOME ADJUSTMENT NO,  1 - WATER REVENUE 

LINE ACCT 
m m  

I 

DESCRIPTION 

Water Revenue 

[AI PI [Cl 
COMPANY STAFF STAFF 
PROPOSED ADIUSTMENTS RECOMMENDED 

$6,132,996 $35,483 $6,168,479 

References 
Column [A] Company Revised Schedule C-2 
Column P] 'l'eatimony CLP 
Column [C] Column [A] + Column [B] 



Sucrehurul Sihrdub CLP 13 

I OI'BRATTINO INCOME ADJUSTMENTNO Z - DBPRECIATION EXPENSE 

6 
7 

37 
38 

71 
78 
71 

86 
87 
88 
89 
DO 
91 
92 

3 
91 
l 5  
96 

I 

a 

16,055 

43,625 

5,389 
171,726 

12.817 

ll.231 
1.m 

3.708 
2,750 

8,844 

18,888 

88,074 

I 1.287.03: 

IO 
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LINE 
NO. 

Surrebuttal Schedule CLP-14 

STAFF 
DESCRIPTION 

I OPERATING ADJUSTMENT NO. 3 - PROPERTY TAX EXPENSE I 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

$6,389,776 $6,389,776 
2 2 

12,779,552 12,779,552 
6,389,776 7,870,575 

19,169,328 20,650,127 
3 3 

6,389,776 6,883,376 
2 2 

12,779,552 13,766,751 
90,135 90,135 

12,869,687 13,856,886 

2,380,892 2,563,524 
6.90% 6.9O0/o 

$164,282 
$163,376 

$906 

18.50% 18.50% 

$176,883 
$164,282 
$12.602 

Weight Factor 
Subtotal (Lme 1 * Line 2) 
Staff Recommended Revenue, Per Schedule CLP-1 
Subtotal (Lme 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Lme 6) 
Department of Revenue Mutdplier 
Revenue Base Value (Lme 7 * Lme 8) 
Plus 10% of CWIP 
Less Net Rook Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Raao 
Assessment Value (Line 12 * Ime  13) 
Composite Property Tax Rate - Obtatned from ADOR 
Staff Test Year Adjusted Property Tax Expense (Lme 14 * Lme 15) 
Company Proposed Property Tax 
Staff Test Year Adjustment (Lme 16 - Line 17) 
Property Tax on Staff Recommended Revenue (Lme 14 * Line 15) 
Staff Test Year Adjusted Property Tax Expense (Lme 16) 
Increase in Property Tax Due to Increase in Revenue Requlrement 

22 
23 
24 

Increase in Property Tax Due to Increase in Revenue Ilequlrement (Lme 21) 
Increase m Revenue Requlrement 
Increase m Property Tax Per Dollar Increase m Revenue (Lme 22 / Line 23) 

$12,602 
$1,480,799 

0.85100% 

REFERE- 
h e  15 Composite Tax Rate obtamed from Arizona Department of Revenut 
Line 17 Company Revised Schedule C-1, Lme 24 
Lme 21 Line 19 - Line 20 
Line 23 Schedule CLP-1, Line 8 
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Surrebuttal Schedule CLP-15 

OPERATING INCOME ADJUSTMENT NO. 4 - INCOME TAXES 1 

LINE ACCT 
NO.m 

I 

DESCRIPTION 

Income Taxes 

[AI PI [CI 
COMPANY SWPF STAFF 
PROPOSED ADlUSTMENTS RECOMMENDED 

($114,941) $83,317 ($31,624) 

References: 
Column [A]: Company Revised Schedule C-2 
Column [B]: Testimony CLP 
Column [C]: Column [A] + Column [R] 
Tax Rates &Tax Calculation- Schedule 2 - GRCF 
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EPCOR Water Arizona - Mohave Wastewater District Surrebuttal Schedule CL1’-1 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

I REVENUE REOUIREMENT 1 

LINE 
NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operatmg Income (Loss) 

3 Current Rate of Return (L2 / L1) 

4 Reqmred Rate of Return 

5 Reqwed Operatmg Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 6 

7 Gross Revenue Conversion Factor 

8 Requred Revenue Increase (L7 * L6) 

9 Adjusted Test Year Revenue 

10 Proposed Annual Revenue (L8 + L9) 

Requlred Increase m Revenue (YO) 11 

[AI 
COMPANY 
ORIGINAL 

COST 

$5,305,083 

$90,799 

1.71% 

6.87% 

$364,459 

$273,660 

1.6577 

$453,638 

$1,055,839 

$1,509,477 

42.9 6% 

PI 
STAFF 

ORIGINAL 
COST 

$4,863,141 

$101,363 

2.08% 

6.40% 

$31 1,241 

$209,878 

1.6495 

$1,055,839 

$1,402,026 

32.79% 

References: 
Column [A]: Company Schedule A-l 
Column [B]: Staff Schedules CLP-2, MJR-3, and CLP-10 



EPCOR Water Arizona - Mohave Wastewater District 
Docket No. WS-Ol303A-14-0010 
Test  Year Ended June 30,ZOU 

Surrebuttal Schedule CL1'-2 

GROSS REVENUE CONVERSION FACTOR 

LINE 
rn DESCRIPTION 

1 Revenue 
2 Uncollecibie Factor (Line 13) 
3 Rcvenues (Ll - LZ) 
4 
5 Subtotal (w - L4) 
6 
7 

7 Unity 
10 
11 
12 Uncollectible Rate 
13 
14 

Combmed Federal and State Income Tax and Property Tax Rate (Line 23) 

Revenue Conversion Factor (L1/ L5) 

8- 

Combined Federal and State Tax Rate (Line 21) 
One Minus Combined Income Tax Rate (L9 - L10) 

Uncollectible Factor (Lll * L12) 

15 C n ( n r l R / r o n e  Tm . .  Rut& 

15 
17 
18 
I7 
20 
21 

Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income TLX Rate 
Federal Taxable Income (L16 - L17) 
Applicable Federal Income Tax Rate (Line 68) 
Effective Federal Income Tax Rate (L18 x L19) 
Combined Federal and State Income Tax Rate (L17 t L20) 

22 

23 - 
24 Unity 
25 
26 
27 
28 
29 
30 
31 
32 
'33 
34 
35 
36 
37 
38 
39 
40 
41 Uncollectible Rate (Line 12) 
-12 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

54 
55 
56 S)nchronized Interest (L71) 
57 Arizona Taxable Income (L54 L55 L56) 
58 
59 
60 
61 Total Federal Income Tax 
62 
63 
64 
65 
66 
67 

69 
70 
71 

Combined Federal and State Income Tax Rate (L21) 
One Minus Combined Income Tax Rate (L24 - L25) 
Piopcrty Tax Factor (CLP 14, L25) 
Izffective Property Tax Factor (L26 x L27) 
Combined Federal and State Income Tax and Property Tax Rate (L21+ L28) 

Required Operating Income (Schedule CLP 1, Line 5) 
AdjuFtedTest Year Operating Income (Loss) (Schedule CLP 10, Lme 32) 
Requited Increase m Operating Income (L33 - L34) 

lncomc TLXes on Recommended Revenue (Col (C), L62) 
Income Taxes on Test Year Revenue (Col (A), L62) 
Required Increase tn Revenue to Provide fot Income Taxcs (L36 - L37) 

Recommended Revenue Requirement (Schedule CLP 1, Line 10) 

bincollecublc Expenbe on Recommended Revenue (L40 x L41) 
Adjusted Test Year Uncollectible ExTense 
Requiied Inciease in Revenue to Provide foi Uncollecthle Exp 

Property Tax with Recommended Revenue (CLP-14, LZ0) 
Property Tax on Test Year Revenue (CLP 14, Col [A], L16) 
Increase in Property Tax Due to Inciease in Revenue (L46 - L4T) 

Total Requrred Increase in Revenue (L34 + L38 + L44 + L48) 

53 - 
Revenue (Sch CLP 10, Col [C] L5, CLP 1, Col [C] 10) 
Operating Expenses Excluding Income Taxes 

Aiizona State Income Tax Rate 
Arizona Income Tax (L57 x L58) 
Federal Taxable Income (L57 - L59) 

Combined Federal and State Income Tax (L59 + L61) 

68 - 
Rate Base (Schedule MJR 3, Col [C], Ltne 34) 
Weighted Average Cost of Debt 
Synchronued Interest (L69 x L70) 

[*I PI [CI 

100.0000% 
0.3721% 

99.6279% 
39.0023% 
60.6256% 
1.649468 

100 0000% 

62 0400% 
0 5997% 

37 9 6 0 0 ~ ~  

0 3721% 

100 0000% 
37 9600% 
62 0400% 

16801% - 
1 0423% 

39 0023% 

$31 1,241 
101,363 

$209,878 

5113,072 
(15,345) 

$1 28,417 

$1,402,026 
0.5997% 

$8,408 
6,332 

$2,076 

$59,476 
53,660 

$5,816 

$346,187 

969,820 

($40,424) 

977,711 

$297,871 

279,999 

34.0000% 



EPCOR Water Arizona - Mohave Wastewater District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended June 30,20W 

Surrebuttal Schedule CLP-10 

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED 1 

LINE 
NQ DESCRIMION 

1 Wastewater Revenues 
2 Other Revenues 
3 Other 
4 Total Operating Revenues 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocahon 
Outside Semces 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounttng 
Water Testtng Expense 
Rents Expense 
General Office Expense 
Miscellaneous 
Mamtenance Expense 

23 Depreuahon & Amortlzahon 
24 General Taxes-Property 
25 General Taxes-Other 
26 Income Taxes 
27 Total Operating Expenses 
28 Operating Income (Loss) 

References: 
Column [A]: Company Schedule C-1 
Column [B] : Schedule CLP-11 
Column [C]: Column [A] + Column [B] 
Column [D]: Schedules CLP 2, Lines 29 and 37 
Column [E]: Column [C] + Column p ]  

[AI 

COMPANY 
TEST YEAR 

AS FILED 

$1,052,210 
3,629 

0 
$1,055,839 

$268,572 
0 

46,241 
12,000 
34,306 

161 
58,694 
34,425 
53,082 

725 
11,993 
14,658 
53,827 

0 
8,199 

20,902 
84 

51,102 
257,946 

53,660 
12,392 

(27,928) 
$965,040 
$90,799 

STAFF 
TEST YEAR 

ADjUSTMENTS 

0 
0 

$0 

($5,354) 
0 
0 
0 
0 
0 

(3,991) 
0 
0 
0 

(2,320) 
0 

(3,553) 
11,889 

0 

(11,976) 
0 

(3,677) 

(4,167) 
0 
0 

12,583 
($10,565) 
$10,565 

[CI 
STAFF 

. TEST YEAR 
AS 

ADJUSTED 

$1,052,210 
3,629 

0 
$1,055,839 

$263,218 
0 

46,241 

34,306 
161 

54,703 
34,425 
53,082 

725 
9,673 

14,658 
50,274 
11,889 
8,199 

17,225 
(1 1,892) 
51,102 

253,779 
53,660 
12,392 

$954,476 
$101,363 

12,000 

(1 5,345) 

STAFF 
RECOMMENDED 

CHANGES 

$346,187 
0 
0 

$346,187 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

2,076 
0 
0 
0 
0 
0 
0 

5,816 
0 

128,417 
$136,309 
$209,878 

STAFF 
RECOMMENDED 

$1,398,397 
3,629 

0 
$1,402,026 

$263,218 
0 

46,241 

34,306 
161 

54,703 
34,425 
53,082 

725 
9,673 

14,658 
52,350 
11,889 
8,199 

17,225 
(11,892) 
51,102 

253,779 
59,476 
12,392 

113,072 
$1,090,785 

$311,241 

12,000 
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EPCORWate~Mzoni - Mohivc Wastewater District 
Docket No. WS-OUO3A-144010 
TeslYerr Ended June 30,ZOU 

Surrebuttal Schedule CLP-13 

I OPERATING ADJUSTMENT NO. 2 -DEPRECIATION EXPENSE 

Icl 
LINE 

b!Q. 

1 

2 

3 
4 
5 

6 
7 

n 
9 

10 
11 

12 

13 14 

15 
16 17 

i n  
19 

20 

21 
22 

23 24 

25 

26 
27 

28 29 

30 
31 

32 
33 

34 

35 
36 
37 

38 
39 

40 
41 

42 
43 

44 
45 

46 
47 

48 
49 
50 
51 
52 
53 54 

55 
56 

335000 Ilydnnts 
351000 Orgmizntrm 

352000 Franchiser 

353000 Land 

354200 StrucNCes & Improvements CDkctlon 

354400 SCCUCNC~S & Improvements TLeatment 

355400 Power Generation F3ppment Treatment 

360000 Collccoon Sewers - Farced 
361100 CollrctingMams 

362000 Special Collecting S ~ U C N C ~ S  

363000 Services to Customer 

364000 Flow Measuring Devices 
371100 Pumpm*g FLq"Lpmnt Elect,rc 

371200 Manholes 
380000 Treatment and Disposal Equipment 
380050 TD Eq,llpment ~~~t R ~ ~ o v ~ ~  
380100 TD Equipment Sed TankdAcc 

380300 TD Equipment Sldge Dry/Rlr 
380500 TD Equipment Chemicd Treatment Plant 
380600 TD Equipment 0th~ ~ ~ s p  
380625 TD Equipment Gen'rreaanent 

389600 E%' Other PI/E - CPS 
390200 Computecs & Peiipherals 
391000 Ttansportation F p p  
393000 

394000 Laboratory Equipment 
395000 Power Operntmg Equtpment 

Tool Shop & G a n g  Equipment 

396000 Communncarmn Equipment 
304500 StNcNrCS & Imp Gcneld 
304600 Stucrures & Improvement Officer 
304620 Structuies &Improvements Leasehold 
334100 Meters 

339600 OtherP/E CPS 
340100 Office furniture & Equipemnt 
340200 Computer & Peripheral Equ 
340300 Computer Sofhvaie 
340330 Computer Software Other 
341400 Trmsporraoon Equipment Other 

343000 Toolr,Shop,Garage Equipment 
344000 L A x m y  Equipemnt 
346100 Comunicatmn Equipment non-telephone 
346190 Remote Control & Instrument 

346200 Communication Equipment Telephone 
346300 Communication Equip Other 
347000 Miscellaneou E q u q  

Staff Rounding 

0 Total Plant t" Selvlce 
Less Non Drprecmble Plant 

Net Depreciable Plant and Deprectatm Amounts 

Composite Deprechhon Rdte 

Less 
Amorhzarlon of CIAC at Compo~xc Rate 
CIAC 

57 
58 
59 
60 
61 

62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 ColA 
75 Col B 
76 ColC 
77 ColD 

PLANT 
BAI.AxE 

0 

$0 
364 

196,581 

1,047,352 

5,385 

142,907 

2,721,870 

138,063 

530,251 

218,748 
82,445 

1,013,752 

135,165 
336,115 

39,113 

232,909 
28,914 

1,818,565 
3,549 

10,496 

71,567 
14,336 
16,703 

26,322 
853 

39 
75 

103 

3,194 
11,055 
7,348 

4,923 
56 

1,019 

137 
151 

1,629 

133 
632 

43 
3,564 

1 

$8,866,427 
$ 364 

$8,866,063 

$1,242,320 
Staff Recommended Depreciation Expense/ClAC Amortization 
Amortlzatlo" ofY2K 
Snff Recommended Depreeation/Amortizarlon Expense 
Company Proposed Deprrciarion Expense 
Snff Adpstment 

I 

Non-Deprecxable/ DEPRECIATION 

- m  
Staff Recommended 

0 2.99% 

9 0 00% 
364 0 00% 

0 00% 
3.33% 

2 00% 
2 00% 

143% 
1.43% 

3 33% 

2 00% 

6 67% 
5.00% 

0 00% 
5.00% 

5.00% 
5 00% 

5 00% 
5 00% 

5 00% 
5.00% 
3 33% 

IO 00% 
0.00% 

4.00% 
4 00% 

5 00% 
10.00% 

2 50% 
2.50% 

2 50% 
8.33% 

3 33% 
4 50% 

10 00% 
20 00% 

20 00% 
16 67% 
4.00% 
4 00% 

10 00% 
10.00% 

10 00% 
10.00% 

6 25% 

$364 

3 32% 

. .  
DEPRECIATION 

ExpEhlsE 

6,546 

20,947 

2,858 
77 

38,923 

4,597 
10,605 

14,590 
4,122 

50,688 

6,758 
16,806 

1,956 

11,645 

1,446 
90,928 

118 
1,050 

2,863 

573 
835 

2,632 
21 

1 
7 

9 

106 
497 

735 
985 
11 

170 

5 
6 

163 
13 
63 

4 
223 

0 294,579 

294,579 

0 41,277 

$253,303 
$476 

$253,779 
257,946 
($4,16Q 



EPCOR Water Arizona - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

I J N E  
NO. 

Surrebuttal Schedule CLP-14 

STAFF 
DESCRIPTION 

I OPERATING ADJUSTMENT NO. 3 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 

P I  

Staff Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Lme 1 * Lme 2) 
Staff Recommended Revenue, Per Schedule CLP-1 
Subtotal (Lme 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Munlplter 
Revenue Base Value (Line 7 * Lme 8) 
Plus 10% of CWII’ 
Less Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Lme 10 - Lme 11) 
Assessment liatio 
Assessment Value (1,ine 12 * Lme 13) 
Composite Property Tax Rate - Obtained from ADOR 
Staff Test Year Adjusted Property Tax Expense (Lme 14 * Lme 15) 
Company Proposed Property Tax 
Staff Test Year Adjustment (Lmc 16 - Line 17) 
Property Tax on Staff Recommended Revenue (Line 14 * Lme 15) 
Staff Test Year Adjusted Property Tax Expense (Lme 16) 
Increase m Property Tax Due to Increase in Revenue Requlrement 

Increase m Property Tax Due to Increase III Revenue Requirement (Lme 21) 
Increase m Revenue Requirement 
Increase m Property Tax Per Dollar Increase m Revenue (Line 22 / Lme 23) 

$1,055,839 $1,055,839 
2 2 

2,111,677 2,111,677 
1,055,839 1,402,026 
3,167,516 3,513,703 

3 3 
1,055,839 1,171,234 

2 2 
2,111,677 2,342,469 

21,457 21,457 

2,133,134 2,363,926 

394,630 437,326 

$53,670 
553.660 

18.50% 18.50% 

13.60% 13.60% 

$10 [l] 
$59,476 
$53,660 
$5,816 

Staff did not make an adjust to test year property tax expense because the adjustment would have been de mmunis 

$5,816 
$346,187 
1.68012% 

REFERENCES 
Lme 15 Composite Tax Rate obtained from Anzona Department of Revenue 
Line 17 Company Revised Schedule C-1, Line 24 
Lme 21 Lme 19 - Lme 20 
Ltne 23 Schedule CLP-1, Lme 8 



EPCOR Water Arizona - Mohave Wastewater District 
Docket No. WS-OU03A-14-0010 
Test Year Ended June 30,2013 

Surrebuttal Schedule CLP-15 

OPERATING INCOME ADJUSTMENT NO. J - INCOME TAXES 

[AI PI IC1 
LINE ACCT COMPANY STAFF STAFF 
mNO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Income Taxes ($27,928) $12,583 ($15,345) 

Refcrences 
Column [A], Companyvised Schedule C-2 
Column [R): 'Testimony CLP 
Column [C]: Column [A] + Column p] 
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EPCOR Water Arizoiia - Mohave Wastewater 
Docket No. WS-01303A-14-0010 
Test Year Iinded June 30,201 3 

STAFF 
LINE COMPANY ADJUSTMENTS STAFF 
NO.~DESCRIPTION AS FILED (Col C - COI A) AS ADJUSTED 

OPERATING INCOME ADJUSTMENT NO. 6 - BAD DEBT EXPENSE 

Bad Debt 
Expense 

Month Write-off 
July42 $6 364.00 
Aug-12 $ 897.00 
Sep-12 $ 77.00 
Oct-12 $ 155.00 

Nov-12 f 1,190.00 
Dec-12 $ 2,132.00 
Jan-13 $ 113.00 
Feb-13 $ 147.00 
Mar-13 f 319.00 
Rpr-13 $ 293.00 
May-13 $ 177.00 
Jun-13 f 468.00 

Total $ 6,332.00 

Surrebutal Schedule CJ,13-17 

f 1,055,839 Test Year Revenue 
0.5997% Average write-off rate 

References: 
Column A: Company Rebuttal Schedule C-2 
Column B: Tesumony, CLP 
Column C: Column [A] + Column [B] 



EPCOR Water Arizona - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

Surrebuttal Schedule CIJ-1 

I REVENUE REQUIREMENT I 

LINE 
NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operatmg Income (Loss) 

3 Current Rate of Return (L2 / L1) 

4 Reqmred Rate of Return 

5 Requred Operatmg Income (LA * L1) 

Operatmg Income Deficiency (L5 - L2) 6 

7 Gross Revenue Conversion Factor 

8 Reqmred Revenue Increase (L7 * L6) 

9 Adjusted Test Year Revenue 

10 Proposed Annual Revenue (L8 + L9) 

Requred Increase 111 Revenue (YO) 11 

[AI 
COMPANY 
ORIGINAL 

COST 

$39,380,442 

$2,193,723 

5.57% 

6.87% 

$2,705,436 

$511,713 

1.6442 

$841,337 

$9,648,251 

$10,489,588 

8.72% 

PI 
S1;I FF 

ORIGINAL 
COST 

$37,188,547 

$2,325,347 

6.25% 

6.40% 

$2,380,067 

$54,720 

1.6344 

$9,648,251 

$9,737,684 

0.93% 

References: 
Column [A]: Company Revised Schedule A-1 
Column PI: Staff Schedules CLP-2, MJR-3, and CLP-10 



EPCOR Water Arizona - Paradise Valley Water Disuiet 
Docket No. WS4)W3A-144+10 
Test Year Ended June 30,ZOU 

Surrebuttal Schedule CLP-2 

I GROSS REVENUE CONVERSION FACTOR 1 

LINE 
No DESCRIPTION 

Cabuhron qfGmrr Rcmre Converrron Fmnr 
1 Revenue 
2 Uncollecuble Factor fine 13) 
3 Revenuer 61 - L2) 
4 
5 Subtotal (L3 - L4) 
6 
7 
8 Cahiatumf U b h  Fanr 

10 
11 
12 Uncollecuble Rate 
13 
14 
15 !2b&tm qfE-&tnz Tau Roil: 
16 
17 
18 
19 
20 
21 
22 
23 4&vkznon ofE&uzz Pmbm T ~ F m r w  
24 Urn$ 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 Uncollecuble Rate @ne 12) 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 Chkzhon qfhmmc T g  
54 
55 
56 Synchrolvzed Interest (L71) 
57 
58 
59 
60 
61 Total Federal Income Tax 
62 
63 
64 
65 Effechve Tax Rate 
66 
67 
68 Cabzhon cf Inkrut Jvnchmnrioaon: 
69 
70 Weighted Average Cost ofDebt 
71 

Combined Federal and State Income Tax and Property Tau Rate @ne 23) 

Revenue Conversion Factor (L1/ L5) 

9 Untty 
Combined Federal and State Tax Rate @ne 21) 
One Mtnus Gxnbrned Income Tax Rate (l.9 - L10 ) 

Uncollecuble Factor &ll * L12) 

Operaung Income Before Taxes (Anzona Taxable Income) 
Anzona State Income Tax Rate 
Federal Taxable Income (L16 - L17) 
Applcable Federal Income Tax Rate @ne 60) 
Effecbve Federal Income Tax Rate (L18 x L19) 
Combined Federal and State Income Tax Rate 6 1 7  + L20) 

Combined Federal and State Income Tax Rate pal) 
One Wnus Combmed Income Tax Rate (L24 - U5) 
Property Tax Factor (CLP-14, L25) 
Effecuve Proper?. Tax Factor (l.26 x J27) 
Combined Federal and State Income Tax and Propert)- Tax Rate pal + L28) 

Required Operaonglncome (Schedule CLP-1, Lrne 5) 
AdjutedTert Year Operatmg Income (Loss) (Schedule CLP-10, Lne 32) 
Required Increase rn Operaong Income (L33 - U4)  

Income Taxes on Recommended Revenue (Col [c], U2)  
Income Taxes on Test Year Revenue (Col [A], L62) 
Required Increase m Revenue to Provide for Income Taxes (L36 - L37) 

Recommended Revenue Requirement (Schedule CLP-1, Lne 10) 

Uncollecuble Expense on Recommended Revenue ( L 4 O  x L4l) 
Adjusted Test Year Uncollectible Expense 
Requmed Increase m Revenue to Provsde for Uncollecuble Exp. 

Proper?. Tax mth Recommended Revenue (CIA-14, U0)  
Property Tax on Test Year Revenue (CLP-14, Col [A], L16) 
Increme m Proper?. Tax Due to Increase m Revenue (L46 - L47) 

Total Required Increase in Revenue (L34 + L38 + LA4 + L48) 

Revenue (Sch CLP-10, Col. [c] L5, UP-1, Col [q 10) 
Operaung Expenses Excluding Income Taxes 

Anrona Taxable Income (L54 - L55 - L56) 
Anzona State Income Tax Rate 
Arizona Income Tax (L57 x L58) 
Federal Taxable Income &57 - L59) 

Combined Federal and State Income Tax (L59 + L61) 

Rate Base (Schedule MJR-3, Col [q, Lne 34) 

Synchronized Interest (L69 li L70) 

[AI PI [c] 

100 0000% 
0 1430% 

99 8570% 
38 6722% 
61 1848% 
1631393 

100 0000% 
37 9600% 
62 0400% 
0 2305% 

0 1430% 

100.0000% 
6.0000% 

100 0000% 
37 9600% 
62.0400% 

$2,380,067 
2,325,347 

$54,720 

$064,664 
831,103 

$33,481 

$9,737,684 
0 2305% 
$22,442 
22,236 

$206 

$336,072 
335,046 

$1,026 

$89,433 

$9,640,251 
6,491,721 

Incr tn Revs RR Inc 
$9,737,684 189,433 $89,433 
6.492.953 

2,050,250 2,141,159 

$831,183 $864,664 

34.0000% 

Lead LagRate Base 
Lead Lag Intarst 

$37,188,517 
2 6000% 
966,902 



EPCOR Water Arizona - Paradise Valley Water District 
Docket No. WS-OUO3A-14-0010 
Test Year Ended June 30,20U 

Surrebuttal Schedule CLP- 10 

I OPEFUTING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED I 

LINE 
- NO. DESCRIPTION 

1 Water Revenues 
2 Other Revenues 
3 Other 
4 Total Operating Revenues 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal 
Intercompany Support Semces 
Corporate AUocabon 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accountmg 
Water Testmg Expense 
Rents 
General Office Expense 
Mscellaneous 
Mmtenance Expense 
Depreaahon & Amofizabon 
General Taxes-Property 
General Taxes-Other 
Income Taxes 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column [A]: Company Revised Schedule C-l 
Column]B]: Schedule CLP-11 
Column [q: Column [A] + Column P ]  
Column PI: Schedules CLP-2, Lines 29 and 37 
Column p]: Column [C] + Column p ]  

[AI 

COMPANY 
TEST YEAR 
AS FILED 

$9,589,273 
58,978 

0 
$9,648,251 

$1,205,431 
0 

1,329,578 
58,805 
15,320 

860 
314,349 
233,418 
321,965 

3,881 
66,802 

138,643 
197,288 

0 
30,456 

132,498 
91,440 

512,882 
1,608,655 

120,776 
735,635 

$7,454,528 
$2,193,723 

335,846 

PI 

STAFF 
TEST YEAR 

ADIUSTMENTS 

$0 
0 
0 

$0 

($28,673) 
0 
0 
0 
0 
0 

(21,375) 
0 
0 
0 
0 
0 

(19,028) 
13,152 

0 
(19,691) 
(12,198) 
(63,908) 

0 
0 

95,548 
($13 1,624) 
$131,624 

(75,451) 

[CI 
STAFF 

TEST YEAR 
AS 

ADIUSTED 

$9,589,273 

0 
$9,648,251 

$1,176,758 
0 

1,329,578 
58,805 
15,320 

860 
292,974 
233,418 
321,965 

3,881 
66,802 

138,643 
178,260 
13,152 
30,456 

112,807 
79,242 

1,533,204 

120,776 
83 1,183 

$7,322,904 
$2,325,347 

58,978 

448,974 

335,846 

STAFF 
RECOMMENDED 

CHANGES 

$89,433 
0 
0 

$89,433 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

206 
0 
0 
0 
0 
0 
0 

1,026 
0 

33,481 
$34,713 
$54.720 

[El 

STAFF 
RECOMMENDED 

$9,678,706 
58,978 

0 
$9,737,684 

$1,176,758 
0 

1,329,578 
58,805 
15,320 

860 
292,974 
233,418 
321,965 

3,881 
66,802 

138,643 
178,466 
13,152 
30,456 

112,807 
79,242 

448,974 
1,533,204 

336,872 
120,776 
864,664 

$7,357,617 
$2,380,067 



o o o o o o o o o o o o o o o o o o o o ~ m m ~  
y? L? L? 

-e 

* e *  
*"-I* 
m m m  

4% 

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0  
# e  



Sumbun4 Lhedulc C l P  13 

8 
9 
IO 
11 

11 

13 

14 

15 

16 
l i  
18 
19 
d 
21 
22 
23 
24 
25 
26 
27 
28 
29 
M 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

42 
43 
44 
45 

46 
47 
48 

19 
50 
51 
52 
53 
5< 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
71 
75 
76 
n 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
91 
95 

105 
106 

I 4  
I'LANT 

DEl'RECWlON W 

Jz!mu 

$1,831 

8,324 

158,547 
1,282,693 

20,737,611 
23,761 
26,113 

4,629 

2,639,547 
373,503 
230,827 
554,631 

3,893,762 
194 

358,319 
10,628,912 

702,862 

2,400wpo 

3,911,448 

364,519 
5,987,202 
9,380,895 

517,004 
14,058 

3,818,826 
1,42b,811 
 in,^ 

1,384,297 

180,523 
61,561 
18,077 
30,877 

321 

194,855 
1,913 

294,430 
17,620 
32,228 

456,755 
609,765 

58,841 

2,917 
132 
256 
351 

10,917 
37,741 
25,119 
16,829 

191 
3,483 

467 
517 

5,567 
455 

2,161 
147 

12,183 

1 
73,136,640 

700,939 

72,435,701 

118,123,892 

J 1,831 

8,324 

158,547 

38,077 
37,405 

456,155 

$ 700.939 

0 W? 

0 00% 
0 can 
0 ow, 
0 004.- 
0 or"/* 
0 00% 
2 W'a 
2 W/o 

2 00% 
2 00% 
2 50% 
2 50% 
250% 

2 % O i l  

2 50% 
2 W ?  

167% 
3.33% 

3 33% 
1 00% 
4 W? 
4 W %  
4 00% 
4 W ,  
5 W h  
low% 
1.54% 
154% 
2 00% 
143% 
143% 
143% 

143% 

143% 
2 50% 
8 33% 
2 M% 
25Wh 
2 00% 
3 33% 
3 33% 
4 50% 

10 00% 
20 00% 
20 00% 
20 W? 

6 67% 
0 W? 

20 W ?  
1667% 

4 W? 
4 OW? 
4 W? 
5 00% 

10 W / o  

10 W? 
10 00% 

10 W ?  
6 25% 
2 W ?  
2 W? 
2 50% 
8 33% 
3 33% 
4 50% 

10 W? 
20 W? 
20 W? 
16 67% 
4 Wh 
4 W? 
low/. 
10 00% 
10 00% 
10Wh 
6 25% 

0 W? 

$0 

25,654 
114,752 

175 
653 

116 

65,989 
6,238 
7,687 

18,469 
153,750 

8 

14,333 
531,448 

70,286 
36,964 

7 8 3 9  
5,213 

85,617 
13.(,147 
7,822 

201 
95,471 

118,853 
4,448 

27,686 

6,011 
2,770 

21 

32,482 
78 

11,777 
705 

1,611 

60,977 

5,884 

73 
3 
6 

29 
361 

1,701 
2,512 
3,366 

38 
581 
19 
21 

557 
46 

216 
15 

761 

f 2,037,825 

f 2,037,825 

2 81% 

509,877 

$5,256 

1648 655 

SI 527 w n  

$1 533.2n4 



EPCOR Water Arizona - Paradise Valley Water District 
Docket No. WS-Ol303A-140010 
Test Year Ended June 30,20l3 

LINE 
NO. 

Surrebuttal Schedule CLP-14 

STAFF 
DESCRIPTION 

I OPERATING INCOME STATEMENT ADTUSTMENT NO. 3 - PROPERTY TAX EXPENSE I 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

PI  

Weight Factor 
Subtotal &me 1 * Lme 2) 
Staff Recommended Revenue, Per Schedule CLP-1 
Subtotal &me 4 + Lme 5) 
Number of Years 
Three Year Average (Lme 5 / Lrne 6) 
Department of Revenue Munlpher 
Revenue Base Value &me 7 * Lme 8) 
Plus 10% of CWIP 
Less Net Book Value of Licensed Vehicles 
Full Cash Value (Lrne 9 + h e  10 - Line 11) 
Assessment Ratto 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate - Obtained from ADOR 
Staff Test Year Adjusted Property Tax Expense (Lme 14 * Lme 15) 
Company Proposed Property Tax 
Staff Test Year Adjustment &me 16 - Line 17) 
Property Tax on Staff Recommended Revenue &me 14 * h e  15) 
Staff Test Year Adjusted Property Tax Expense ( h e  16) 
Increase m Property Tax Due to Increase m Revenue Reqwement 

Increase m Property Tax Due to Increase in Revenue Reqwement (Lme 21) 
Increase m Revenue Reqwement 
Increase m Property Tax Per Dollar Increase m Revenue (Lme 22 / Lme 23) 

2 2 
19,296,502 19,296,502 
9,648,251 9,737,684 

28,944,753 29,034,186 
3 3 

9,678,062 
2 2 

19,356,124 
36,119 36,119 

19,332,621 19,392,243 

3,576,535 3,587,565 

$335,837 
$335,846 

9,648,251 

19,296,502 

18.50% 18.50% 

9.39% 9.39% 

($9) [I1 
$336,872 
$335,846 

$1,027 

Staff &d not make an adjust to test year property tax expense because the adjustment would have been de m i n i m i s .  

$1,027 
$89,433 

1.14804% 

REFERENCES 
Lme 15 Composite Tax Rate obtamed from Anzona Department of Revenue 
Line 17 Company Schedule Revlsed C-I, h e  24 
Lme 21 Lme 19 - Lme 20 
Lme 23 Schedule CLP-I, Lme 8 



EPCOR Water Arizona - Paradise Valley Water District 
Docket No. WS-OUO3A-14-0010 
Test Year Ended June 30,ZOU 

Surrebuttal Schedule CI.1’-15 

I OPERATING INCOME STATEMENT 4DJUSTMENT NO. 4 - INCOME TAXES 

LINE ACCT 
NO.NO. 

1 

DESCRIPTION 

Income Taxes 

P I  PI CCI 
COMPANY STAFF STAFF 
PROPOSED AD1 USTMENTS RECOMMENDED 

$735,635 $95,548 $831,183 

References: 
Column [A]: Company Remed Schedule C-2 
Column PI: Testimony CLP 
Column [C]: Column [A] + Column p3) 



3: E 3 
F9 



I 

4 
3 



EPCOR Water Arizona - Paradise Valley Water 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

I STAFF 
LINE COMPANY ADJUSTMENTS STAFF 
NO.~DESCRIPTION AS FILED (Col C - COI A) AS ADJUSTED 

Surrebutal Schedule CLP-17 

OPERATING INCOME ADJUSTMENT NO. G - BAD DEBT EXPENSE 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

References: 
Column A Company Rebuttal Schedule C-2 
Column B: Testimony, CLP 
Column C: Column [A] + Column p] 

Bad Debt 
Expense 

Month Wnte-off 
July42 $ 1,38400 
Aug-12 $ 4,79400 
Sep-12 f 1,29700 
Oct-12 8 4,73000 

NOV-12 $ 1,91300 
Dec-12 $ 1,709 00 
Jan-13 $ 1,931 00 
Feb-13 $ 1,09000 
Mar-13 $ 1,81300 
Apr-13 f 451 00 
May-13 $ 1,018 00 
Jun-13 106 00 

Total f 22,23600 

$ 9,648,251 Test Year Revenue 
0.2305% Average write-off rate 



EPCOR Water Arizona - Sun City Water District 
Docket No. WS-01303A-14-0010 
Tes t  Year Ended June 30,2013 

Surrebuttal Schedule CLP-1 

I REVENUE REQUIREMENT I 

LINE 
NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operatmg Income (Loss) 

3 Current Rate of Return (L2 / L1) 

4 Reqmred Rate of Return 

5 Reqmred Operatmg Income (L4 * L1) 

Operamg Income Deficiency (L5 - L2) 6 

7 Gross Revenue Conversion Factor 

8 Requlred Revenue Increase (L7 * L6) 

9 Adjusted Test Year Revenue 

10 Proposed Annual Revenue (L8 + L9) 

Reqmred Increase m Revenue (YO) 11 

[AI 
COiLlPANY 
ORIGINAL 

COST 

$26,409,286 

$843,695 

3.19% 

6.87% 

$1,814,318 

$970,623 

1.6550 

$1,606,392 

$10,265,553 

$11,871,945 

15.65% 

PI 
STAFF 

ORIGINAL 
cosr 

$25,639,023 

$1,077,517 

4.20% 

6.40% 

$1,640,897 

$563,381 

1.6406 

$1 0,295,663 

$11,219,958 

8.98% 

References: 
Property Tax Factor (CLP-143, L25) 
Column [B]: Staff Schedules CLP-2, MJR-3, and CLP-10 



EPCOR Water Aruona - Sun City Water District 
Docket No. WSdU03A-14-0010 
Test  Yeer Ended  June 30,2013 

Surrebuttal Schedule CLP-2 

I GROSS REVENUE CONVERSION FACTOR 

LINE 
XQ DESCRIPTION 

1 1~e"erI"e 
2 Uncollecible Factor @ne 13) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L2 -la) 
6 
7 
8- 

10 
11 
12 Uncollectible Rate 
13 
14 
15 
16 
17 
18 
I9 
20 
21 
22 

Combined Federal and State Income Tan and Property Tau Rate &ne 23) 

Revenne Conversion Factor (L1/ L5) 

9 u n q  
Combrned Federal and State Tau Rate ( L m  21) 
One Minus Cambined lncomc Tax Rate (L9 - L10) 

Uncollectrhle Factor (L11 * L12) 

Operatrng Income Before Taxes (Anzona Taxable Income) 
Arizond State lncome Tax Rate 
Federal Ttxable Income (L16 - L17) 
Applicable Fedeial Income Tar  Rate (Lne 68) 
Eifecuve Federal Income Tax Rate QlH x L19) 
Combined Federal and State Income Tax Rate (L17 + L20) 

23 p 
24 Uncty 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 Uncollectible Rate &me 12) 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 I '  
54 Revenue (Sch CLP-10, Col [C] L5, CLP-1, Col [C] L10) 
55 Operatmg Expenses Excluding Income Taxes 
56 Synchronized Interest (L71) 
57 Arizona Taxable Income (L54 - L55 - L56) 
58 Aiizona State Income Tax Rate 
59 Arizona Income Tax (I57 Y L58) 
60 Federal Taxable Income (L57 - L59) 
61 Total Federal Income Tax 
62 Combined Federal and State IncorneTax (159 + U1) 
63 
64 
65 
66 
67 
68 
69 
70 
71 

Combined Federal and State Income Tan Rate (L21) 
One hhus Combmd Income Tan Rate (L24 - L25) 
Property Tan Factor (CLP-143, L25) 
Effective Property Tan Factor a.26 x U7) 
Combrned Fedcial and State Income T a x  and Property Tan Rate (L21 + U 8 )  

Required Operahng Income (Schedule CLP-1, h e  5) 
AdpstedTest Year Operatmglncome (Loss) (Schedule CLP-10, Lme 32) 
Requxed Increase In Operating Income (L33 - L34) 

Income Tares on Recommended Revrnue (Col [C]. U2) 
Income Taxes on Test Year Revcnue (Col [A], U2) 
Required Increase 111 Revenue to Provide for Income Tines (I36 - L3-i) 

Recommended Revenue Requnement (Schedule CLP-1, Lme 10) 

Uncollecthle Expense on Recommended Revenue (L40 x U l )  
Adjusted 'Test Year Uncollectible Expense 
Rcquwed Increase in Revenue to Provrde for Uncollecuble Enp. 

Property Tan wtli Recommended Revenue (CLP-14, L20) 
Pmpe~ty Ta r  on Test Year Revenue (CLP-14, Col [A], L16) 
Increase m Propelty Tm Due to lnccense I" Revenue (L46 - L47) 

Total Requmd Increase m Revenue (L34 + L38 + L44 + US) 

Rate Rase (Schedule MJR-3, Col [C], Lme 34) 
Wkiglited Average Cost of Debt 
Synchronmd Interest (L69 x L70) 

[AI PI lcl 

100.0000% 
0 2137% 

99.7863% 
38 8338% 
60 9525% 
1.640622 

100 0000% 
6 0000% 

94 0000% 
34 0000% 
31 9600% 

37 9600% 

100 0000% 
37 9600% 
62 0400% 

14085% 
0 8738% 

38 8338% 

61,640,897 
1,077,517 

1563,381 

6596,128 
251,416 

$344,712 

$11,219,958 
0 3444% 
$38,645 

-- 

35,462 
13,184 

6448,437 
435,418 

113,018 

$924,295 SO 

Staff Recommended 
110,295,663 F] $11,219,958 $924.295 

8,966,730 8,982,932 

1 211.6771 I 501,903 1 
$251,416 $596,128 

34 0000% 

666,61461 

RR 
1924,295 

Lead Laglnterest 
Rate Base 
Syncliromzed Interest 

625,639,023 

1666,614 61 
2 60% 



EPCOR Water Arizona - Sun City Water District 
Docket No. WS-OU03A-14-0010 
Test Year Ended June 30,2013 

Surrebuttal Schedule CLP-10 

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED I 

LINE 
&Q. 

1 
2 
3 
4 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

DESCRIPTION 
Water Revenues 
Other Revenues 
Other 
Total Operating Revenues 

Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Water Testing Expense 
Rents 
General Office Expense 
Miscellaneous 
Mamtenance Expense 
Depreaabon & Amorhzation 
General Taxes-Property 
General Taxes-Other 
Income Taxes 
Total Operating Expenses 
Operating Income (LOBS) 

References: 
Column [A]: Company Schedule C-l 
Column PI: Schedule CLP-11 
Column [q: Column [A] + Column [B] 
Column [D]: Schedules CLP-2, Lines 29 and 37 
Column [E]: Column [C] + Column [D] 

[AI PI [CI [Dl [El 
STAFF 

COMPANY STAFF TEST YEAR STAFF 
TEST YEAR TEST YEAR AS RECOMMENDED STAFF 

AS FILED 
$10,103,166 

162,387 
0 

$10,265,553 

$1,711,461 
0 

1,557,580 
34,119 
4,661 
1,396 

510,069 
280,698 
490,722 

6,298 

288,791 
834,153 
30,180 
45,805 

212,603 
432,5 12 
205,746 

1,916,821 
434,142 
218,906 
104,004 

$9,42 1,85 8 
8843.695 

101,188 

ADIUSTMENTS 
$30,110 

0 
0 

$30,110 

($46,525) 
0 
0 
0 
0 
0 

(34,684) 
0 
0 
0 
0 
0 

(30,875) 
25,080 

0 
(31,950) 
(30,933) 

0 
(202,512) 

1,276 
0 

147,412 
($203,711) 
$233,821 

ADIUSTED 
$10,133,276 

162,387 
0 

$10,295,663 

$1,664,936 
0 

1,557,580 
34,119 

4,661 
1,396 

475,386 
280,698 
490,722 

6,298 

288,791 
803,278 
55,260 
45,805 

180,653 
401,579 
205,746 

1,714,309 
435,418 
218,906 
251,416 

$9,218,146 
$1,077,517 

101,188 

CHANGES 
$924,295 

0 
0 

$924,295 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

3,184 
0 
0 
0 
0 
0 
0 

13,018 
0 

344,712 
$360,914 
$563,381 

RECOMMENDE D 
$11,057,571 

162,387 
0 

$11,219,958 

$1,664,936 
0 

1,557,580 
34,119 

4,661 
1,396 

475,386 
280,698 
490,722 

6,298 

288,791 
806,461 
55,260 
45,805 

180,653 
401,579 
205,746 

1,714,309 
448,437 
218,906 

101,188 

596,128 
$9,579,060 
$1,640,897 





Surrebuttal Schedule CLP-12 EPCOR Water Arizona - Mohave Water District 
Docket No. WS-OWO3A-14-0010 
Test Year Ended June 30,20U 

OPERATING INCOME ADJUSTMENT NO. 1 - WATER REVENUE 

[*I P1 [CI 
LINE ACCT COMPANY STAFF STAFF 
N4,m DESCRIPTION PROPOSED ADIUSTMENTS RECOMMENDED 

1 Water Revenue $10,265,553 $30,110 

Adlustment for over collecbon of water revene from the Low-Income 
Program miscoded 3s a Regulatory Liabihty on Company’s Schedule B-1 & B-2 

References 
Column [A] Company Revised Schedule C-2 
Column p] Tcstimony CLP 
Column [C] Column [A] + Column [B] 

$10,295,663 



Surrchurul Schedule CLP I3 

r OPEMTlNG INCOME STATEMENT ADJUSTMENT NO. 2 -DEPRECIATION EXPENSE I 
UNE ACCT PLANT No" Dcprcrisblel DEPRECIATlON 

a 
9 
I0  

I, 
12 

I, 

14 

I5 
16 

17 

18 
I9 
20 
21 
22 
23 
24 

25 

26 

27 
28 
2Y 

JO 

11 

52 

33 
31 
35 
36 
37 
38 
39 
40 
41 
42 
4, 

44 
45 
46 
I7 
1 8  

49 

50 

51  

12 
51 
5l 

5 5  

56 
0 
58 
$9 

60 
1 
2 
3 

64 

65 
66 
67 

68 
69 
70 
I 1  
72 
73 
I*  
75 
76 
77 
78 

79 
ed 
81 
82 
a3 
84 
81 
86 
87 
8a 
89 
90 

n, 
92 
93 
94 
95 
96 
'I7 
9s 

99 
1w 
101 
102 

IW 
105 
106 
107 Col A 
IO8 C d B  

io) 

$471 $ 

268,7111 

8,456 

1D.493 
2,125 

4,467,063 
126.&11 
34,162 

374,292 
t7.528 

1,381,151 

314 

1,81?,341 

187.05 
1,410,917 

1,473 
11,,50,I83 

211,M(I 
16,219 

21o.m 
35.035 
881,111 
120,791 

5,621,435 
88,435 

1,128236 
13,290,123 

4,576,963 
1,251,696 

,52257 

6.6C.463 
6,l45,033 

160,G94 
912 

2,941,652 
1,036 

525 

179,655 
179,242 
223,286 
69,402 
9,105 

16,914 

3,854 

976,241 

54,958 

85,411 

20,135 
376,M7 
107,428 
I5L.859 
218,768 
396,433 

1,126 

114,797 
10,219 
13,904 

(Pa21 
2,838 
1.675 

52.046 

ID,IM 
IIY,750 
80,229 

90g 

Lb.606 

4,692 
26,512 
2.168 

10.3W 
611 

58.082 
(149,497) 

(4) 
16.1M.734 

16,1M,714 
0 

E&Lmccs 
Schedulc WR I 
Fully Dcprrci*rd Plsnr from Cm~pmy Schedule. 

471 

268,738 
8,456 

*0,491 

2,125 

41,402 

976.24l 
54.958 

218,768 

lS83.652 

Stiff Recommended 

DEPRECldTlON 
FmEmE 

$0 

81),111 

2,136 
683 

7CBd 
1,188 

34,579 

5 
95,309 
13,157 
47.650 

179 

446,015 

8,538 

649 
S.UM 
1.40, 
44,081 
12,079 
86,570 
1.362 

22,567 
190,M9 
65,451 
75.U99 
2,117 

165,217 
111.881 

l6,50Z 
24 

58.833 

469 
I7 

5,982 
35,mL 
22,321 

14,238 
801 

l5.0" 
4,297 
7.511 

f 2,227.34a 

523.049 
$1,704,300 



EPCOR Water Arizona - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 

LINE 
NO. 

Surrebuttal Schedule CLP-14 

STAFF 
DESCliIPTION 

I OPERATING INCOME STATEMENT ADTUSTMENT NO. 3 - PROPERTY TAX EXPENSE 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

Weight Factor 
Subtotal (Line 1 * Line 2) 
Staff Recommended Revenue, Per Schedule BAB-1 
Subtotal (Lme 4 + Lme 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutdpher 
Revenue Base Value (Line 7 * Line 8) 
Plus 10% of CWIP 
Less Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Lme 10 - Lme 11) 
Assessment Ran0 
Assessment Value (Lme 12 * Lme 13) 
Composite Property Tax Rate - Obtmed  from ADOli 
Staff Test Year Adjusted Property Tax Expense (Lme 14 * Line 15) 
Company Proposed Property Tax 
Staff Test Year Adjustment (Lme 16 - Lme 17) 
Property Tax on Staff Recommended Revenue (Lme 14 * Lme 15) 
Staff Test Year Adjusted Property Tax Expense (Lme 16) 
Increase m Property Tax Due to Increase m Revenue Requirement 

22 
23 Increase m Revenue Requirement 
24 

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) 

Increase in Property Tax Per Dollar Increase m Revenue (Lme 22 / Lme 23) 

2 
20,591,326 
10,295,663 
30,886,989 

3 
10,295,663 

2 
20,591,326 

18,237 

2 
20,591,326 
11,219,958 
31,811,284 

3 
10,603,761 

2 
21,207,523 

18,237 

20,609,563 21,225,760 

3,812,769 3,926,766 

$435,418 

18.50% 1 8.50% 

11.42% 11.42% 

$434,142 
$1,276 

$448,437 
$435,418 

$13,018 

$13,018 
$924,295 
1.40847% 

REFERENCES 
Lme 15: Composite Tax Rate obtmed from Arizona Department of Revenue 
Line 17. Company Schedule C-1, Lme 24 
Lme 21 Lme 19 - Line 20 
Lme 23. Schedule BAB-1, Lme 8 



EPCOR Water Arizona - Sun City Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended June 30,20l3 

Surrebuttal Schedule CLP-15 

OPERATING INCOME STATEMENT ADJUSTMENT NO. 4 - INCOME TAXES 

LINE ACCT 
r n w  

1 

DESCRIPTION 

Income Taxes 

[AI PI [CI 
COMPANY STAFF STAFF 
PROPOSED ADJUSTMENTS RECOMMENDED 

$104,004 $147,412 $251,416 

References 
Column [A] Company Revised Schedule C-2 
Column p ]  Testimony CLP 
Column [C] Column [A] + Column P ]  
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EI’COR Water Arizona - Sun City Water 
Docket No. WS-01303A-14-0010 
’l’cst Year Ended June 30,2013 

STAFF 
LINE COMPANY ADJUSTMENTS STAFF 
NO.(DESCRIPTION AS FILED (Col C - Col A) AS ADJUSTED 

OPERATING INCOME ADJUSTMENT NO. G - BAD DEBT EXPENSE 

Bad Debt 
Expense 

Month Write-off 
July42 $ 2,579.00 
Aug-12 $ 
Sep-12 $ 
Oct-12 $ 

Nov-12 $ 
Dec-12 $ 
Jan-13 $ 
Feb-13 $ 
Mar-13 $ 
Apr-13 $ 
May-13 $ 

Total $d 
Ju~-13  $ 

1,916.00 
2,451.00 
3,443.00 
4,031.00 
4,627.00 
4,437.00 
2,765.00 
1,810.00 
2,028.00 
2,553.00 
2,718.00 

35,358.00 

Surrebutal Schedule CLI’-17 

$ 10,265,553 Test Year Revenue 
0.3444% Average write-off rate 

References: 
Column A: Company Rebuttal Schedule C-2 
Column B: Testimony, CLP 
Column C: Column [A] + Column [B] 
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Test Year Ended June 30,2013 

Surrebuttal Schedule CLP-1 

REVENUE REQUIREMENT I 

LINE 
NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operating Income (Loss) 

3 Current Rate of Return (L2 / L1) 

4 Reqmred Rate of Return 

5 Reqmred Operatmg Income ($4 * L1) 

Operating Income Deficiency (L5 - L2) 6 

7 Gross Revenue Conversion Factor 

8 Reqmred Revenue Increase (L7 * L6) 

9 Adjusted Test Year Revenue 

10 

11 

Proposed Annual Revenue (L8 + L9) 

Reqmred Increase m Revenue (9'0) 

[4 
COMPANY 
ORIGINAL 

COST 

$1,607,775 

($129,752) 

-8.07% 

6.87% 

$ 1 10,454 

$240,206 

1.6589 

$398,488 

$579,194 

$977,682 

68.80% 

PI 
STAFF 

ORIGINAL 
COST 

$1,340,780 

$60,886) 

-4.54% 

6.20% 

$83,128 

$144,015 

1.6443 

$579,194 

$816,004 

40.89% 

References: 
Column [A]: Company Schedule A-1 
Column PI: Staff Schedules CLP-2, MJR-3, and CLP-10 
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GROSS REVENUE CONVERSION FACTOR 

LINE 
DESCRIPTION 

Cahhfion o f  Lrorr Rwenuc Lonrersion Fator 
1 Rexmue 
2 Uncollecihle Factor (Lme 13) 
3 Revenues (i-1 1~2) 
4 
5 Subtotal ( 1 3  14) 
6 
7 
8 Cohhfton o f  Uncohctfrb(e Fudor 
9 Unity 
10 Comhmed Federal and State Tax Rate (Line 21) 
11 One Mmus Combined Income Tax Rate (L9 L10) 
12 UncoUecnble Rate 
13 
14 
15 Cahrltron nfE-ficfm Tax Rate 
16 Operatmg Income Before Taxes (Anzona Taxable Income) 
17 Anzona State Income Tax Rate 
18 Federal Taxable Income 6 1 6  - L17) 
19 Apphcable Federal Income Tax Rate (Line 68) 
20 Effective Federal Income Tax Rate (Ll8 x L19) 
21 Combmed Federal and State Income Tax Rate (L17 + U0) 
22 
23 Cahhtzon ofEtficfzue pn?betfv Tax Fuar 
24 Unity 
25 Combmed Federal and State Income Tax Rate (LZ1) 
26 One Minus Combmed Income Tax Rate (L24 L25) 
27 Property Taa Factor (CLP-14, L25) 
28 Effectir e Pioperty Tax Factor (L26 x L27) 
29 Comhmed Federal and State Income Tax and Property Tax Rate (L21 + L28) 
30 
31 
32 
33 
34 Requred Increase in Operatmg Income (L33 L34) 
35 

Combmed Federal and State Income Tu and Property Tas Rate (Line 23) 

Revenue Conversion Factor (L1 f L5) 

Uncollectible Factor (Lll * L12) 

Rcqutred Operatmg Income (Schedule CLP 1, h e  5) 
AdptedTest Year Cperatmg Income (Loss) (Schedule CLP-10, Lme 32) 

36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 

Income Taxes on Recommended Revenue (Col. [q, L62) 
Income Taxes on Test Year Revenue (Col. [A], L62) 
Requiced Increase m Revenue to Provide for Income Taxes (L36 - L37) 

Recommended Revenue Requrement (Schedule CLP-I, Line 10) 
Uncollectible Rate &ne 12) 
Uncollectible Expense on Recommended Revenue (L40 x L41) 
Adjusted Test Year Uncollectible Expense 
Required Increase in Revenue to Provide for Uncollectible Exp. 

Property Tax with Recommended Revenue (CLP-14, L20) 
Property Tas on Test Year Revenue (CLP-14, Col [A], L16) 
Increase in Properry Tax Due to Increase m Revenue (L4C - L47) 

T o d  Required Increase in Revenue (L34 + L38 + L44 + L48) 

Calndrzfion ofIncame T u :  
Revenue (Sch CLP-10, Col. [C] L5, CLP-I, Col. [C] 10) 
Operating Expenses Ercludmg Income Taxes 
Synchromzed Interest (L7 1) 
Arizona Trrxahle Income (L54 - L55 - L56) 
Arizona State Income Thx Rate 
Anzona Income Tax (L57 x L58) 
Federal Taxable Income (L57 - L59) 
Total Federal Income Tax 
Combmed Fedederal and State Income Tax (L59 + 1-61) 

Effectnrc Tau Kate 

Colndifion of Inftmt Svnchm,zi?a/ioa 
Rate Base (Schedule MJR-3, Col. IC], Line 34) 
Weighted Acerage Cost of Debt 
Synchronized Interest (1.69 x L70) 

100.0000% 
0.1460% 

99.85400/0 
39.0396% 
60.8144% 
1.644348 

100 ocm% 
37 9600% 
62 0400% 

1 7402% 
1 0796% 

39 0396% 

$83,128 
(60,886) 

$144,015 

$31,995 
(56,123) 

988,117 

$816,004 
0.2353% 

$1,920 
1,363 

$557 

834,359 
30,238 

$4,121 

8236,810 

Staff Recommended 

(8147,847) $84,285 
6.00000/0 
($8,871) 

(138,976) 

($56,123) $3 1,995 
(47,252) 26,937 

34.oooOYo 

2 3m% 
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Surrebuttal Schedule CLP 10 

I OI'EHA1'ING INCOME S'I 'A'I 'EhIIN~ - '!'EST \ 'EAR AND STAFF RECOMMENI>I~X) I 

LINE 
NO. DESCRIPTION 

1 Water Revenues 
2 Other Revenues 
3 Other 
4 Total Operating Revenues 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
Water T e s h g  Expense 
General Office Expense 
Miscellaneous 
Maintenance Expense 
Depredation & Arnodzahon 
General Taxes-Propeq 
General Taxes-Other 
Income Taxes 

27 Total Operating Expenses 
28 Operating Income (Loss) 

[AI 

COMPANY 
TEST YEAR 
AS FILED 

$574,204 
4,990 

0 
$579,194 

$179,440 
$0 

$33,324 
$98,934 

$811 

834,s 14 
$26,870 
$37,821 

$430 
$7,26 1 

$12,198 
$20,561 
$7,566 

$0 
$28,204 
$4,536 

$38,435 
$238,395 
$30,506 
$16,157 

($107,414) 
$708,946 

($129,752) 

$95 

PI 

STAFF 
TEST YEAR 

ADTUSTMENTS 
$0 
0 
0 

$0 

($3,176) 
0 
0 

(32,592) 
0 
0 

(2,367) 
0 
0 
0 
0 
0 

(2,107) 
0 

2,175 
(2,181) 
(2,092) 

(77,549) 
(268) 

0 

0 

[cl 
STAFF 

TEST YEAR 
As 

ADTUSTED 
$574,204 

4,990 
0 

$579,194 

$176,265 
0 

33,324 
66,342 

81 1 
95 

32,447 
26,870 
37,821 

430 
7,261 

12,198 
18,454 
7,566 
2,175 

26,023 

38,435 
160,846 
30,238 
16,157 

(56,123) 
$640,080 
($60,886) 

2,444 

PI 

STAFF 
RECOMMENDED 

CHANGES 
$236,810 

0 
0 

$ 236,810 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

557 
0 
0 
0 
0 
0 
0 

4,121 
0 

88,117 
$92,796 

3144,015 

[El 

STAFF 
RECOMMENDED 

$811,014 
4,990 

0 
$ 816,004 

$176,265 

33,324 
66,342 

81 1 
95 

32,447 
26,870 
37,821 

430 
7,261 

12,198 

7,566 
2,175 

26,023 
2,444 

38,435 
160,846 

16,157 
31,995 

$732,876 
$ 83.128 

19,011 

34,359 

References: 
Column [A]: Company Schedule C-1 
Column [B]: Schedule CLP-11 
Column [q: Column [A] + Column [B] 
Column [D]: Schedules CLP 2, Lmes 29 and 37 
Column p ]  : Column [q + Column [D] 





I OPEWFING ADJUSTMENT NO. 2 - m P m c i x n o N  EXPENSE 1 

1 
2 
3 

I 

5 

6 

7 
8 

9 

LC 
11 

12 
13 
14 

15 
16 

17 
18 

19 

20 

21 

22 
zi 
24 

I5  
26 

27 
2e 
29 

30 
31 

32 
33 
34 

35 
36 

37 
38 
39 
a 
41 

12 
43 
44 
d5 

46 
17 
48 
9 

50 
5, 

52 
5J 
54 
55 

56 

57 
58 
59 

LO 
61 

62 

63 
6, 

65 
M 
67 
68 
69 
70 
7, 
2 
3 

74 
75 
76 

77 
8 

79 
8" 
SI 
82 
I, 
84 
85 

e4 
87 

88 

89 

90 

Dtsmcf Subtotal 

I347 
2,OM 

61,190 

i n  
so 

422 

2,755 
25,292 
14,608 

102 
156 

0 
198 

0 
M.598 

0 
236,074 

n 
m35 

n 
279,401 

879 
0 

4n3.821 

1,696,,17 

210,840 

M.3669 
886,119 

896,801 

37,161 
0 

0 

6l',543 

191,260 

22,040 

136,091 

0 

0 

0 

0 

0 

46, 
5,153 

1,336 
0 " 
0 

0 

11,166 

0 
0 

0 

0 

4 1 7 9  
0 

0 

1,932 
n 
n 

659 
0 

361 
n 

7 1  

43 

1,3B 

4,672 
3.028 

2228 

16 

431 
0 

64 

688 
54 

I97 
18 

1,506 

6218,101 

$1,076,185 

R 
Non Drpmsablr 

Fully Lkpccmud 

I 567 

61,lM 

SO 
50 

122 
2,755 

2,030 

1,336 

17.16 

85,544 

I 

PI 
DEI'RECI*TlON 

E a D m  

I 

632 
292 

6 
3 

12 

692 

5,wz 

673 

11,176 

3s 

SCMP 

3247 

7,289 
12,672 

12,824 
131 

15,139 
16,182 

551 

2,722 

15 
215 

817 

193 

11 

9 

2 

1 
l5 

210 

303 

11 
4 4  
86 

194,731 
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Docket No. WS-Ol303A-14-0010 
Test Year Ended June 30,20l3 

NO. 

Surrebuttal Schedule CLP-14 

DESCRIPTION AS ADJUSTED RECOMMENDED 

I OPERATING ADJUSTMENT NO. 3 - PROPERTY TAX EXPENSE I 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 

Weight Factor 
Subtotal (Lme 1 * Lme 2) 
Staff Recommended Revenue 
Subtotal (Lme 4 + Lme 5) 
Number of Years 
Three Year Average (Lme 5 / Lme 6)  
Department of Revenue Mualpher 
Revenue Base Value (Lme 7 * Idme 8) 
Plus 10% of CWIP - 2005 
Less Net Book Value of Licensed Vehicles 
Full Cash Value (Lme 9 + Lme 10 - Lme 11) 
Assessment Rano 
Assessment Value (Lme 12 * Lme 13) 
Composite Property Tax Rate - Obtamed from ADOR 
Staff Test Year Adjusted Property Tax Expense (Line 14 * Lme 15) 
Company Proposed Property Tax 
Staff Test Year Adjustment (Lme 16 - Lme 17) 
Property Tax on Staff Recommended Revenue &me 14 * Lme 15) 
Staff rest Year Adjusted Property Tax Expense (Lme 16) 
Increase m Property Tax Due to Increase m Revenue Requirement 

Increase m Proprrty Tax Due to Increase m Revenue Requirement &me 21) 
Increase m Revenue Requirement 
Increase m Property Tax Per Dollar Increase m Revenue (Lme 22 / Lme 23) 

2 2 
1,158,388 1,158,388 

579,194 816,004 
1,974,392 

3 3 
579,194 658,131 

2 2 
1,158,388 1,316,262 

1,737,582 

1,158,388 1,316,262 

214,302 243,508 

$30,238 

18.50% 18.50% 

14.11% 14.11% 

$30,506 
($268) 

$34,359 

$4,121 
$236,810 
1.74023% 

$30,238 
$4.121 

REFERENCES 
Lme 15 Composite Tax Rate obtmed from Anzona Department of Revenue 
Lme 17 Company Schedule C-1, Line 24 
Lme 21 Lme 19 - Line 20 
Lme 23 Schedule BAB-1, Line 8 



EPCOR Water Arizona - Tubac Water District 
Docket No. WS-OUO3A-14-0010 
Test Year Ended June 30,ZOU 

Surrebuttal Schedule CLP-15 

OPERATING INCOME ADJUSTMENT NO. 4 - INCOME TAXES 

LINE ACCT 
NO.NO. 

1 

IIESCRJPTION 

Income Taxes 

[AI PI [CI 
COMPANY STAFF STAFF 
PROPOSED ADIUSTMENTS RECOMMENDED 

($107,414) $51,291 (556,123) 

References 
Column [A] Company Revised Schedule C-2 
Column [B] Tesamony CLP 
Column [C] Column [A] + Column [B] 
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I STAFF 
LINE COMPANY ADJUSTMENTS STAFF 
NO./DESCRIPTION AS FILED (Col C - Col A) AS ADJUSTED 

OPERATING INCOME ADJUSTMENT NO. 6 - BAD DEBT EXPENSE 

Surrebutal Schctlule CL1’-17 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

References: 
Column A Company Rebuttal Schedule C-2 
Column B: Testimony, CLP 
Column C Column [A] + Column PI 

Bad Debt 
Expense 

Month Write-off 
July-12 $ 
Aug-12 $ 215.00 
Sep-12 $ 
Oct-12 $ 342.00 

Nov-12 $ 
Dec-12 $ 
Jan-13 $ 792.00 
Feb-13 $ 
Mar-13 $ 
Apr-13 $ 
May-13 $ 
Jun-13 $ 14.00 

Total $ 1,363.00 

0 579,194 Test Year Revenue 
0.2353% Average write-off rate 
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EXECUTIVE SUMMARY 
EPCOR WATER ARIZONA, INC. 
DOCKET NO. WS-01303A-14-0010 

The surrebuttal testimony of Staff witness John A. Cassidy addresses the following issues: 

Capital Structure - For four of the EPCOR Water Arizona, Inc. (“Company”) districts (Mohave 
Water, Mohave Wastewater, Paradise Valley Water and Sun City Water) in this proceeding, Staff 
continues to recommend that the Commission adopt a capital structure mix consisting of 59.76 
percent debt and 40.24 percent equity. For the Tubac Water district, Staff continues to recommend 
that the Commission adopt a capital structure mix consisting of 58.53 percent debt and 41.47 
percent equity. 

Cost of Eauity - Staff continues to recommend that the Commission adopt a 9.5 percent cost of 
equity for the Company. 

Cost of Debt - Staff recommends that the Commission adopt a 4.3 percent cost of debt for the 
Mohave Water, Mohave Wastewater, Paradise Valley Water and Sun City Water districts, and a 4.0 
percent cost of debt for the Tubac Water district. 

Overall Rate of Return - Staff continues to recommend that the Commission adopt a 6.4 percent 
overall rate of retum for the Mohave Water, Mohave Wastewater, Paradise Valley Water and Sun 
City Water districts, and a 6.2 percent overall rate of return for the Tubac Water district. 

Ms. Ahem’s Testimonv - The Commission should reject the Company’s proposed 10.55 percent 
return on equity (“ROE”) for the following reasons: 

Ms. Ahern’s primary cost of equity estimation model is the Predictive Risk Premium ModelTM 
(“PRPMm”), and the PRPMTM derived cost of equity metrics permeate her entire analysis. Cost of 
equity estimates obtained from the PRPMTM model overstate the market cost of equity; thus, use of 
PRPMTM derived metrics in Ms. Ahem’s Risk Premium Model using an Adjusted Total Market 
Approach, Capital Asset Pricing Model (“CAPM’) and Empirical Capital Asset Pricing Model 
(“ECAPM’) overstate cost of equity estimates obtained from these models, as well. No weight 
should be given to cost of equity estimates obtained from the PRPMTM model as (i) the critical 
values input into Ms. Ahem’s model have been hardcoded into the excel file, and (ii) Ms. Ahem 
makes an invalid assumption concerning the date the common stock of at least five of her nine 
sample companies initially became publicly traded. In Ms. Ahem’s CAPM and ECAPM models the 
cost of equity is overstated by use of a forecasted risk free rate. In Ms. Ahem’s Risk Premium 
Model using a Total Market Approach, the cost of equity is overstated by use of a forecasted ‘Aaa’ 
corporate bond yield. Ms. Ahem’s ECAPM cost of equity results should be given no weight as they 
are overstated by means of an unnecessary and redundant beta adjustment. Further, Ms. Ahem’s 
proposed 10.55 percent cost of equity is inflated by means of both a 24 basis point upward credit 
risk adjustment and a 30 basis point upward business risk adjustment. 
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I. INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Please state your name, occupation, and business address. 

My name is John A. Cassidy. I am a Public Utilities Analyst employed by the Arizona 

Corporation Commission (“Commission”) in the Utilities Division (“Staff ’). My business 

address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Are you the same John A. Cassidy who filed direct testimony in this case? 

Yes, I am. 

What is the purpose of your surrebuttal testimony in this rate proceeding? 

The purpose of my surrebuttal testimony is to report on Staffs updated cost of capital 

analysis for EPCOR Water Arizona, Inc. (“EPCOR,” “EWAZ,” or “Company”), and to 

respond to the cost of capital rebuttal testimony of Company witness, Pauline M. Ahern 

(“Ms. Ahern’s Rebuttal”). 

Did Staffs updated cost of capital analysis for the Company result in a change to the 

9.5 percent cost of equity recommended by Staff in direct testimony? 

No. As shown in Surrebuttal Schedule JAC-3, Staff continues to recommend a cost of equity 

for the Company of 9.5 percent, based on an 8.9 percent average @e., arithmetic mean) cost 

of equity estimate obtained from Staffs two discounted cash flow (“DCF”) cost of equity 

estimation models, combined with an upward 60 basis point (0.6 percent) economic 

assessment adjustment.’ 

1 It should be noted that while the cost of equity estimate obtained from Staffs updated constant growth DCF model- 
8.6 percent-remained unchanged from the level in direct testimony, there was a downward change to the cost of equity 
estimate obtained from Staffs multistage DCF model. Specifically, as shown in Surrebuttal Schedule JAC-3, Staffs 
updated multi-stage cost of equity estimate is 9.1 percent, 10 basis points lower than the 9.2 percent multi-stage DCF cost 
of equity estimate in Staffs direct testimony (See Cassidy Direct, Schedule JAC-3). For purposes of its cost of equity 
recommendations, Staff rounds to a single digit @e., to the tenth, rather than the hundredth place), and it is for this 
reason that Staffs updated recommended cost of equity for EWAZ remained unchanged ((8.6% + 9.1%)/2 = 8.85%; or 
8.9% when rounded). 
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Q. 

A. 

Please explain how Staffs surrebuttal testimony is organized. 

Staffs surrebuttal testimony is presented in three sections. Section I is this introduction. 

Section I1 presents Staffs comments on the rebuttal testimony of the Company’s cost of 

capital witness, Ms. Ahern. Lastly, Section I11 presents Staffs recommendations. 

11. STAFF RESPONSE TO COMPANY’S COST OF CAPITAL WITNESS MS. PAULINE 

M. AHERN 

Q. 

A. 

Q. 

A. 

For purposes of her rebuttal testimony, did Ms. Ahern update her proposed cost of 

equity and overall rate of return for the Company? 

Yes. In rebuttal testimony, Ms. Ahem now proposes a cost of equity for EWAZ of 10.55 

percent. Ms. Ahem’s updated cost of equity for the Company is 9.72 percent, based on cost 

of equity estimates obtained from her DCF (8.52 percent), Risk Premium Model (“RPM’) 

(10.97 percent) and Capital Asset Pricing Model (“CAPM’) (9.72 percent) models. To this 

9.72 percent indicated cost of equity Ms. Ahem adds an upward 24 basis point credit risk 

adjustment and an upward 30 basis point business risk adjustment. Ms. Ahem’s 

recommended cost of equity is 10.25 percent. To this cost of equity cost rate she adds a 60 

basis point economic assessment adjustment, for a range of 10.25 percent to 10.85 percent. 

Ms. Ahem’s proposed 10.55 percent cost of equity represents the mid-point of h s  range. 

In Rebuttal (pp. 2-3, lines 23:2), Ms. Ahern cites to pages 29-33 and 46-52 of Staffs 

direct testimony, stating that Mr. Cassidy, “believes that there is a direct relationship 

between earned returns on book common equity, the allowed return on book common 

equity and market-to-book ratios.” How does Staff respond? 

Ms. Ahem’s assertion is unwarranted. A review of pages 29-33 my direct testimony 

demonstrates that I lay the foundation for why Staff incorporates a stock financing growth 

rate (vs) term into its constant growth DCF model. Staff acknowledges that market-to-book 
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Q. 

A. 

Q. 

A. 

(“M:B”) ratios for Staffs sample companies continues to remain above 1.0, and with the 

expectation that M:B ratios for publicly traded water companies will remain above 1.0, Staff 

has included a vs term into its sustainable growth DCF analysis. 

In Rebuttal (p. 11, lines 10-22), Ms. Ahern states that use of multiple common equity 

cost rate models adds reliability when arriving at a recommended common equity 

cost rate. She points out that in direct testimony, Mr. Cassidy agreed with the need to 

reduce “the sample error resulting from random fluctuations in the market at the time 

the information is gathered,” yet did not apply this concept when relying exclusively 

on the DCF model. How does Staff respond? 

Ms. Ahem is mistaken as regards the gathering of data used in Staffs cost of equity 

estimation models2 While it is true that Staffs recommended cost of equity is based on 

estimates derived from its constant growth DCF and multi-stage DCF models, when 

gathering the input data used in those models Staff also gathers inputs for use in Staffs 

historical- and current market risk premium CAPM models. For reasons noted in Staffs 

direct testimony: Staff has determined that cost of equity estimates derived from the CAPM 

should not be given their traditional weighting for purposes of setting rates, as estimates 

derived from the CAPM continue at unusually low levels. 

Has Staff prepared an exhibit which would demonstrate why Staff believes reliance 

upon cost of equity estimates obtained from the CAPM are not appropriate for 

purposes of setting rates at this time? 

Yes. Staff has prepared a pro forma restatement of Surrebuttal Schedule JAC-3 for this 

purpose. As shown in Surrebuttal Exhibit JAC-A, Staff presents the cost of equity estimates 

for the Company as if they were derived from estimates obtained from Staffs two DCF 

See Cassidy Direct, pp. 3-4,25:1. 
3 See Cassidy Direct, pp. 4-5,5:5. 
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models and Staffs two CAPM models. As can be seen, Staffs average DCF cost of equity 

estimate for the Company is 8.9 percent, while Staffs average CAPM cost of equity estimate 

for the Company is 7.1 percent; a figure 180 basis points lower than Staffs 8.9 percent DCF 

estimate. Had Staff incorporated its CAPM estimates into its analysis utilizing its traditional 

weighting allocations (i.e., 50 percent DCF/50 percent CAPM), doing so would have resulted 

in an arithmetic mean estimated cost of equity for EWAZ of 8.0 percent ((8.9 percent + 7.1 

percent)/2 = 8.0 percent); a figure 90 basis points lower than Staffs 8.9 percent DCF estimate. 

Finally, after making provision for Staffs upward 60 basis point economic assessment 

adjustment, Staffs overall recommended cost of equity for the Company would be 8.6 

percent; once agaln, a figure 90 basis points lower than Staffs recommended 9.5 percent cost 

of equity estimate for EWAZ and based upon cost of equity estimates derived from Staffs 

two DCF models. 

Q. 

A. 

In light of the above, does Staff believe the assertion made by Ms. Ahern that Staff has 

relied exclusively on the results of its DCF models for purposes of its recommended 

cost of equity for the Company to be without merit? 

Yes, as Staff obtained cost of equity estimates from its two CAPM models simultaneous to 

having obtained cost of equity estimates from its two DCF models. However, after having 

obtained its CAPM cost of equity estimates, Staff determined that it would be inappropriate 

to incorporate those estimates into its recommended cost of equity for EWAZ. 
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Q. 

A. 

In Rebuttal (p. 18, footnote 14), in regard to the historical and projected dividends per 

share (“DPS”) and earnings per share (“EPS”) estimates presented in Schedule JAC-5 

filed in Staffs direct testimony, Ms. Ahern asserts that, cc[a]lthough sourced as 

coming from Value Line, Mr. Cassidy did not use the historical and projected growth 

rates published for each water company in its Value Line Ratings & Report, but 

rather calculated them himself.” How does Staff respond? 

Ms. Ahem’s assertion is without merit. While Staff does compute the growth rates used in its 

historical and projected DPS and EPS estimates presented in Schedule JAC-5, it does so 

utilizing data obtained from Value fine, as sourced. Specifically, in the computation of its 

historical 10-year DPS and EPS growth rates for each sample company, Staff utilizes the 

historical DPS and EPS values for each sample company as reported by Valte  Line  Ratings & 

Reports. For example, as shown in Schedule JAC-5, Staff determined the 10-year historical 

DPS growth rate for American States Water over the period, 2003-2013, to be 5.6 percent. 

Staffs calculation of this growth rate involved dividing the 2013 DPS value ($0.76) by the 

2003 DPS value ($0.44), raising that quantity to the 1/10 power, and subtracting l.4 As for the 

calculation of Staffs projected DPS and EPS estimates for the sample companies, Staff once 

again utilizes actual per share va1.ue.s made available by Va1.ue Line. For example, as shown in 

Schedule JAC-5, for American States Water Staff determined the 5-year projected dividend 

growth rate to be 8.6 percent over the period, 2013-2018. This was done by dividing Value 

Line’s projected DPS valzle ($1.15) for the period 2017-2019 by the reported 2013 DPS valtle 

($0.76)’ raising that quantity to the 1/5 power, and subtracting 1.’ Staff believes the 

methodology it employs in the computation of historical and projected measures of DPS and 

EPS growth in its constant growth DCF model to be appropriate, as it incorporates the actual 

historical/projected DPS and EPS valz/es reported by V a h e  Line, thereby allowing for greater 

precision in the Value Line sourced estimate obtained. 

4 (((.76/.44)l/lO)-l) = 5.6% (rounded). 
5 (((1.15/.76)1/5)-1) = 8.6% (rounded). 
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Q. 

A. 

Q. 

A. 

In Rebuttal @. 25, lines 3-24), Ms. Ahern again raises the issue of Staff electing to 

calculate DPS, EPS and sustainable growth rates in its DCF cost of equity analysis 

rather than adopting the growth rates published by Value h e .  How does Staff 

respond? 

Staff responds by citing to the discussion noted above. 

The historical price and dividend input data used by Ms. Ahem in the PRPMTM is 

provided by the Center for Research in Securities Prices (“CRSPO”). In Rebuttal @p. 

48, lines 2-4), Ms. Ahern justifies use of CRSPO data on grounds that it is “a well- 

lmown and well respected data source widely used in peer-reviewed academic 

financial research.” How does Staff respond? 

Staff has every confidence that the historical market data made available by CRSP@ is worthy 

of the respect and high regard Ms. Ahern ascribes to it in rebuttal testimony. That said, the 

question as to whether the CRSP@ data used by Ms. Ahem in the PRPMTM is highly regarded 

is not the relevant issue. As noted in Staffs direct testimony,b the relevant concern relates to 

whether historical market data has been excluded from Ms. Ahem’s PRPMTM time series for 

the sample companies by virtue of the data not yet having been made available by CRSP@. As 

was further noted in Staffs direct testimony,’ this appears to be the case for at least five of 

her nine sample companies: York Water, American States Water, SJW Corporation, California 

Water and Middlesex Water. 

See Cassidy Direct, pp. 66-67, lines 19:7. 
7 See Cassidy Direct, pp. 68-69, lines 1: lO;  and Exhibit JAC-D. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

In Rebuttal @. 48, lines 4-7), Ms. Ahem states that CRSPB makes available historical 

market data on approximately eighty publicly-traded utilities and, “to the best of [her] 

knowledge, covered the trading history which CRSPB deemed appropriate.” How 

does Staff respond? 

As a cost of capital witness hling testimony in this proceeding, Ms. Ahem has elected to 

u&e CRSP@ historical market data in her PRPMTM cost of equity analysis. Accordingly, 

Staff believes that it is Ms. Ahem, and not CRSP@, who should determine whether the data 

made available by CRSP’ is deemed to be appropriate for that purpose. 

The nine publicly traded utilities included in Ms. Ahern’s proxy group are listed either 

on the New York Stock Exchange (“NYSE”) or the National Association of Securities 

Dealers Automated Quotations (“NASDAQ”).8 For the publicly traded stocks listed 

on these exchanges, when does the historical market data provided by CRSPB begin? 

All CRSP@ data series for NYSE exchange listed securities begins on December 31, 1925, 

while all data series for NASDAQ exchange listed securities begins on December 14,1972.’ 

’This would suggest that had York Water been listed on the NASDAQ exchange as of 

December 14, 1972, historical market trading data for the common shares of York 

water would be available from CRSPB going back to that date, correct? 

Yes, and had this been the case, there is every reason to believe that Ms. Ahem would have 

incorporated that historical market data into her PRPMTM time series for York Water. As 

noted in Staffs direct testimony,’o a review of the work papers supporting Ahem Exhibit 

PMA-DT 2, Schedule 7 (Page 2) indicated that Ms. Ahem gave equal weigh to all observed 

8 The NYSE listed companies in Ms. Ahem’s sample include American States Water, American Water Works, Aqua 
America, California Water and SJW Corporation; the NASDAQ listed companies in her sample include Artesian 
Resources, Connecticut Water, Middlesex Water and York Water. 

lo See Cassidy Direct, p. 60, lines 19-26. 
httv: / /~.crsP.com/vroducts/research-vroducts/crsv-us-stock-databases 
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monthly variances in the time series, as the average variance for each sample company 

represented the arithmetic mean of all monthly variances in the time series. Thus, Staff found 

no evidence of Ms. Ahem having excluded from her PRPMTM time series any historical 

monthly trading data made available by CRSP@. Instead, the historical market data excluded 

from Ms. Ahem's PRPMTM analysis is that which predates the data made available by CRSP@ 

for York Water, American States Water, SJW Corporation, California Water and Middlesex 

Water. 

Q. 

A. 

Q. 

A. 

When was York Water listed on the NASDAQ exchange? 

The common shares of York Water were listed on the NASDAQ exchange on January 16, 

2001. Prior to that date, York's common stock was traded over-the-counter." 

And this explains why the PRPMTM time series for York Water in Ms. Ahern's analysis 

does not begin until February 2001, correct? 

Yes. 

York Water Company, 2001 Form 10-K filed with the US. Securities and Exchange Commission 11 

http: / /uww.sec._eov/Xrchives /edgar/data / 108985 /0000108~8502000007 /vr200 1 .txt 
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Q. 

A. 

When explaining the PRPMTM in direct testimony, Ms. Ahern noted that the PRPMTM 

was developed from the work of Mr. Robert F. Engle, a Nobel Prize winning 

economist. Specifically, she states that “Engle discovered that the volatility in prices 

and returns also clusters over time, m d n g  it higMy predictable and available to 

predict fiture levels of risk and riskpremiums (emphasis added).”” In reviewing the 

work papers supporting Ahern Exhibit PMA-DT 2 Schedule 7 (Page 2) relating to 

York Water, did Staff find evidence which appears to contradict the above statement? 

Yes. Utilizing the monthly variance values from the PRPMTM time series for York Water 

contained in the work papers supporting Ahem Exhibit PMA-DT 2 Schedule 7 page 2), 

Staff has prepared an analysis to show what the average annual monthly variance figures 

would be from one year to the next covering a full 12-year period (plus eight months of an 

additional thirteenth year) from, February 2001 - September 2013. As shown in Surrebuttal 

Exhibit JAC-B, the hrghest average annual monthly variance for York Water (1.70 percent) 

occurred in year 1 (the period February 2001-January 2002), with the second and third highest 

average annual monthly variance figures coming in years two (0.63 percent) and three (0.46 

percent). Since that time, the annual average variance figures in Ms. Ahem’s PRPMTM 

analysis have gone down fairly consistently from year to year, reaching a low of 0.25 percent 

in year 12 (the period February 2012-January 2013). As can further be seen, over the first 

three years, Ms. Ahem’s average annual variance for York was 0.93 percent, while the average 

annual variance for years 4-13 was much lower, 0.32 percent. Nevertheless, due to the annual 

variance figures for York being much hgher in years 1-3, the overall average variance used in 

Ms. Ahem’s PRPMTM analysis has been skewed upward to 0.46 percent. Thus, rather than 

being predictive of ‘‘future levels of risk and risk premiums,” the early (i.e., years 1-3, 

February 2001 -January 2004) predicted variances obtained in Ms. Ahem’s PRPMTM analysis 

12 See Ahem Direct, pp. 27-28, lines 18:l. 
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for York appear to exceed those obtained over the most recent 9-year plus period @e., years 

4-13, February 2004 - September 2013) by a factor of 2.9 (0.93 percent/0.32 percent = 2.9). 

Q. 

A. 

Q. 

A. 

Did Staff perform an analysis to determine if York's 1.70 percent annual average 

monthly variance in the first 12-months (i.e., February 2001-January 2002) of PRPMTM 

time series data was representative of that of the other eight utilities in Ms. Ahern's 

proxy group of sample companies? 

Yes. Staff prepared such an analysis, and determined that the monthly variances reported for 

York in the hrst 12-months were clearly not representative of those of the other sample 

companies in the comparable hrst 12-month period. As shown in Surrebuttal Exhibit JAC-Cy 

the average annual monthly variance for all nine sample companies in the first 12-months of 

PRPMm time series data was 0.41 percent. However, when excluding York Water from the 

computation, the average annual monthly variance for the other eight sample companies was 

shown to be 0.25 percent. What this suggests is that York's 1.70 percent initial 12-month 

average PRPMTM monthly variance exceeds that of the other eight sample companies by a 

factor of 6.8 (1.70 percent/0.25 percent = 6.8). 

Does Staff have reason to believe that this 1.70 percent average annual monthly 

variance is an aberration which serves to significantly overstate Ms. Ahem's PRPMTM 

derived cost of equity estimate for York Water? 

Yes. As shown in Surrebuttal Exhibit JAC-Cy among the monthly variances reported in 

York's initial 12-month PRPMTM time series @e., February 2001-January 2002), the variances 

in the first four months all exceeded 2.0 percent (the 2.73 percent monthly variance for 

February 2001 being the hghest), followed by six consecutive months with variances in 

excess of 1.0 percent, with the final two months having variances above 0.90 percent. 

Furthermore, in reviewing the work papers supporting Ahem Exhibit PMA-DT 2 Schedule 7 
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(Page 2), Staff determined that no other sample company had even one monthly variance in 

excess of 2.0 percent, with the single highest reported monthly variance among Ms. Ahern’s 

other eight sample companies being a 1.40 percent monthly variance for Aqua America. As 

can be seen in Surrebuttal Exhibit JAC-Cy however, the monthly variances in each of the first 

seven months of York‘s initial 12-month PRPMTM time series all exceed this 1.40 percent 

level. 

Q. 

A. 

Q. 

A. 

In light of the above, does Staff believe this to be an additional reason why historical 

market trading data for York Water should not be excluded ftom Ms. Ahern’s 

P R P M ~ ~  time series? 

Yes. 

In Rebuttal @. 48, lines 11-16), Ms. Ahern acknowledges that Yahoo! Finance makes 

available a historical time series of market return data for York Water dating back to 

May, 1999. However, she appears to dismiss the significance of this market data on 

grounds that York’s shares are thinly traded. Specifically, Ms. Ahern states that upon 

close review of that return data, it showed that “York Water was not traded every day, 

and sometimes not traded for several days in a row. It is my understandkg that the 

CRSP return data only contained data on continuously publicly traded stocks 

(emphasis added).” How does Staff respond? 

Staff conducted a review of the 21-month period of market return data @.e., May 3, 1999- 

January 31,2001) available on the Yahoo! Finance website predating that used in Ms. Ahem’s 

PRPMTM time series for York. Staff determined average daily trading volume in York 

common shares over this 21-month period to be 4,183 shares, and that there were both 

individual days and consecutive days in which there was no trading volume in York common 

shares. Staff then conducted a review of the market return data for York Water on this same 
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Yahoo! Finance website covering the initial 12-month period included in Ms. Ahem’s 

PRPMTM time series for York Water (i.e., February 1, 2001-January 31, 2002). In doing so, 

Staff determined average daily trading volume in York common stock over this 12-month 

period to be 6,509 shares, and that there were both individual days and consecutive days in 

which there was no trading volume in York common shares. Thus, Ms. Ahem’s stated 

understanding that CRSP@ return data is provided only for “continuously publicly traded 

stocks” appears to be inaccurate. 

Q. 

A. 

In closing on this point, in Rebuttal @age 48, lines 16-24) Ms. Ahern states that 

“[slince the PRPMTM is a predicted variance model, equities that are not frequently 

traded produce distorted volatility because of the infrequency of trading. This 

distorted actual volatility would translate into distorted predicted volatility, which 

would produce inaccurate predicted equity risk premiums. Thus, the lack of the 

entire trading histories of the stocks when they are infrequently traded would not 

adversely affect the results of the PRPMTM.” How does Staff respond? 

First, as evidenced by the above, Ms. Ahem clearly acknowledges/implies that she has 

excluded a portion of the historical market trading data from her PRPMTM analysis. Second, 

the above statement gives rise to the question as to whether the PRPMTM can rightly be 

considered a “market-based” model. This issue is particularly signlficant in view of the fact 

that in direct te~timony,’~ Ms. Ahem identified “the historical [monthly] returns on the 

common shares of each company in the proxy group” as a necessary input to obtain a 

PRPMTM derived equity risk premium. Third, the above statement suggests that the potential 

exists for the PRPMTM to obtain distorted and/or inaccurate predicted equity risk premiums. 

For the reasons noted above, Staff believes this to be an additional reason why cost of equity 

estimates derived from the PRPMTM should be given no weight in this proceeding. 

13 See Ahern Direct, p. 28, lines 11-12. 



1 

2 

3 

4 

5 

6 

7 
8 
9 

10 
11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Surrebuttal Testimony of John A Cassidy 
Docket No. WS-01303A-14-0010 
Page 13 

Q. 

A. 

Q. 

A. 

In Rebuttal, Ms. Ahem proposes a 24 basis point upward credit risk adjustment to the 

cost of equity. How does Staff respond? 

Ms. Ahem’s proposed credit risk adjustment has no merit, as a 1994 study by S. Brooks 

Marshall whch investgated the relationship between equity risk and bond risk concluded that 

bond ratings fail to explain a large portion of total equity risk (defined as equity risk premiums 

and beta). Specifically, the author concluded 

“These data show that using a bond rating as the sole measure for selecting a 
set of comparable companies for a cost-of-equity determination will not 
necessarily produce a group of companies that have similar equity risk. Most 
of this risk is explained by characteristics other than bond ratings.”14 

Accordingly, the proposed 24 basis point credit risk adjustment should be denied. 

Is Staff aware of an additional consideration as to why it would be inappropriate to 

provide an upward credit risk adjustment to the cost of equity for the Company? 

Yes. In conducting research on EWAZ and its ultimate parent, EPCOR Utilities, Inc., Staff 

located a news release issued by the Reuters news service relating to a Standard & Poor’s 

credit downgrade of EPCOR Power L.P. which took place on May 7, 2007.15 In that news 

release, it was reported that a positive outlook or rating uplift for EPCOR Power L.P. by S&P 

was “unlikely, given the non-amortizing nature of the company’s long-term debt.” As noted 

in Staffs direct testimony,“ EWAZ has total long-term debt of $231,761,134, and of this total 

99.67 percent ($231,000,000) is non-amortizing debt. Thus, it appears that credit rating 

agencies take into consideration the nature of the long-term debt used to fund a utility’s 

assets, with the presence of non-amortizing debt in the capital structure being viewed 

l4 Marshall, S. Brooks. ‘%Bond Ratings: A Poor Predictor of Equity Risk,” P d L c  UtiLties Fortvi&btb, Oct. 15, 1994, pp. 27- 
28. 
l5 http://uk.reuters.com/article/2007/05/07/idUK~~~262020070507 
l6 See Cassidy Direct, p. 39, footnote 31. 
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unfavorably, rather than favorably. For this reason, Staff believes the provision of an upward 

credit risk adjustment to the Company’s cost of equity is unwarranted due to the significant 

presence of non-amortizing debt in the EWAZ capital structure. 

Q. 

A. 

Q. 

A. 

But don’t many of the publicly traded utilities in Staffs proxy group of companies 

utilize non-amortizing debt to fund their assets? 

Yes, they do. However, by virtue of being publicly traded entities these utilities have access 

to the equity capital markets, whereas EWAZ and its ultimate parent, EPCOR Utilities, Inc., 

do not. In response to data requests issued by Staff, the Company provided credit rating 

reports issued by both S&P and the Dominion Bond Rating Service (“DBRS”), the two credit 

rating agencies who issue credit ratings for EPCOR Utilities, Inc. In reviewing the credit 

reports issued by DBRS, that rating agency has consistently identified the lack of access to the 

equity markets as being a credit weakness for the company. EPCOR Utilities, Inc. is a closely 

held entity, with its entire three shares of outstanding common stock being owned by the City 

of Edmonton. Thus, unlike the publicly traded utilities in Staffs sample group of companies 

who do have access to the equity capital markets and an additional sowce of capital to service 

its obligations on maturing long-term non-amortizing debt, EWAZ and its ultimate parent do 

not. 

In Rebuttal, Ms. Ahem continues to advocate for a 30 basis point upward business 

risk adjustment to the cost of equity. How does Staff respond? 

For the reasons noted in Staffs direct testimony,” it is Staffs position that there is no 

justification for such an adjustment. 

17 See Cassidy Direct, pp. 82-84, 16:12. 
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111. CONCLUSION 

Q. 
A. 

Q. 
A. 

Please summarize Staffs recommendations. 

For the four EWAZ distticts (Mohave Water, Mohave Wastewater, Paradise Valley Water and 

Sun City Water) Staff recommends that the Commission adopt a consolidated 6.4 percent 

overall rate of return (“ROR”) for the Company based on a capital structure composed of 

59.76 percent debt and 40.24 percent equity, Staffs 8.9 percent average DCF cost of equity 

estimate, and Staffs 60 basis point (0.60 percent) upward economic assessment adjustment. 

For the Company’s Tubac Water district, Staff recommends that the Commission adopt a 6.2 

percent overall rate of return (“ROR”) for the Company based on a capital structure 

composed of 58.53 percent debt and 41.47 percent equity, Staffs 8.9 percent average DCF 

cost of equity estimate, and Staffs 60 basis point (0.60 percent) upward economic assessment 

adjustment. 

Does this conclude your surrebuttal testimony? 

Yes, it does. 
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Company Proposed Structure 
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Common Equity 
Weighted Average Cost of Capital 
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Common Equity 
Weighted Average Cost of Capital 
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Weighted Average Cost of Capital 
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4.29% 
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2.3% 
3.9% 
6.2% 

2.56% 
4.24% 
6. 81°/o 

2.56% 
4.25% 
6.81% 

2.56% 
4.25% 
6.81% 

2.56% 
4.25% 
6.81% 

2.56% 
4.25% 
6.81% 

2.57% 
4.24% 
6.80% 

Dl : [BI x [CI 
upporting Schedules: JAC-3 and JAC-4. 
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EPCOR Water Arizona, Inc. Cost of Capital Calculation 
Average Capital Stmcture of Sample Water Utilities 

ComDanv 

American States Water 

California Water 

Aqua America 

Connecticut Water 

Middlesex Water 

SJW Corp 
York Water 

Average Sample Water Utilities 

EWAZ - Four Districts (Consolidated) 

EWAZ - Tubac Water (Stand Alone) 

40.8% 

47.2% 

52.0% 
48.4% 

45.9% 

54.7% 

44.2% 

47.6% 

59.76% 

59.84% 

Common 
Equity 

59.2% 

52.8% 

48.0% 

51.6% 

54.1 yo 

45.3% 

55.8% 

52.4% 

40.24% 

40.16% 

1 00.0% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

lource: 
Sample Water Companies from Value Line 
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EPCOK Water Arizona, lnc Cost of Capltal Calculation 
Growth In Earnings and Dividends 

Sample Water U t h e s  

Company 

American States Water 
California Water 
Aqua America 
Connecticut Water 
Middlesex Water 
SJW Corp 
York Water 

Dividends 
Per Share 

2003 to 2013 

DPS' 

5.6% 
1 .3% 
7.6% 
1.7% 
1.5% 
4.1% 
4.1% 

3.7% 

Dividends 
Per Share 
Projected 

DPS' 

8.6% 
8.2% 
9.0% 
4.1 y o  
2.0% 
6.5% 
6.3% 

6.4% 

Earnings 
Per Share 

2003 to 2013 

EPS' 

15.2% 
4.9% 
9.7% 
3.7% 
5.4% 
2.1% 
4.8% 

6.5% Average Sample Water Uthties 

1 Value Line 

Earnings 
Per Share 
Projected 

El& 

4.4% 
8.9% 
6.0% 
5.3% 
3.9% 
8.7% 
8.0% 

6.5% 
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EI’COR Watcr Arizona, Inc Cost of Capital Calculation 
Suatainablc Growth 

Sample Water Utilities 

Comoanv 

Ketcntton Retention Stock Suatamable Sustmable 
Growth 

2003 to 2013 l’rojected Growth 2003 to 2013 l’rolected 
Fmancing Growth Growth Growth 

- br - br vs br + vs br + vs 

American States Water 4.1% 5.4% 1.8% 6.0% 7.3% 
Cahfornia Water 2.6% 3.5% 3.0% 5.7% 6.6% 
Aqua America 4.2% 6.0% 1.8% 6.0% 7.8% 
Connecticut Water 2.1 Yo 4.5% 3.1% 5.2% 7.6% 
Middlesex Water 1.3% 3.2% 3.1% 4.4% 6.3% 
SJW Corp 3.2% 3.3% 1 .O% 4.3% 4.4% 
York Water m 4.1% 4.8% 6.9% 8.8% 

Average Sample Water Utilities 2.8% 4.3% 2.7% 5.5% 7.0% 

[B]: Value Line 
[C]: Value Line 
[D]: Value Line, MSN Money, and Form 10-Ks filed with the Securities and Exchange Commission (http://www.sec.gov/) 

[El: [Bl+[Dl 
PI: [Cl+[Dl 

http://www.sec.gov
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BPCOR Water Xnzona, Jnc Cost of Capital Calculatton 
Selected Iiinanclal Data of Sample Water Uuhues 

ComDanp 
American States Water 
California Water 
Aqua America 
Connecticut Water 
Middlesex Water 
SJW COT 
York Water 

Symbol 
AWR 
CWT 
WTR 
CTWS 
MSEX 

SJW 
YORW 

Spot Price 
2/11 /2015 

39.06 
24.12 
26.19 
36.11 
22.20 
32.93 
22.80 

Valte Line 
Mkt To Beta 

Bookvalue - Book t 
13.01 3.0 0.70 
12.48 1.9 0.70 
8.75 3.0 0.70 

19.55 1.8 0.65 
12.23 1.8 0.70 
15.81 2.1 0.85 
8.44 2;r 0.65 

Raw 
Beta 
L W  

0.52 
0.52 
0.52 
0.45 
0.52 
0.75 
0.45 

Average 2.3 0.71 0.53 

[C]: Msn Money 
[D]: Value Line 

[F] : Value Line 
[El: IC1 [Dl 

[GI: (-0.35 + [F]) / 0.67 
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EPCOR Water Arizona, Inc. Cost of Capital Calculation 
Calculation of Expected Infinite Annual Growth in Dividends 

Sample Water Utihties 

Descrbtion 

DPS Growth - Historicat 3.7% 

DPS Growth - Projected' 6.4% 

EPS Growth - Historical' 6.5% 

EPS Growth - Projected' 6.5% 
Sustainable Growth - Historical' 5.5% 

Sustainable Growth - Projected2 7.oo/o_ 

Average 5.9% 

1 Schedule JAC-5 
2 Schedule JAC-6 
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Current Mkt 
ComDany Pnce (P”)’ CDtl 

Projected Dmdend? (Stage 1 p w t h )  

2/11 /2015 d, d, d, d, 

BJ’CO11 Water Anmna, Inc. Cost of Capital Calculanon 
Muln-Stage DCF Esmates 

Sample Water Uuhtles 

Stage 2 growth3 Eqwty Cost 

61) Esmate  ~f 

0.86 0.91 0.96 I .02 
0.69 0.73 0.77 0.82 
0.65 0.69 0.73 0.78 
1.04 1.10 1.17 1.24 

American States Water 
California Water 
Aqua America 
Connecticut Water 

6.5% 8.6% 
6.5% 9.3% 
6.5% 8.9% 
6.5% 9 ZQ/n 

39.1 
24.1 
26.2 
36.1 

Mddlesex Water 22 2 0 80 0 84 0 89 095  I 6 5% 10 0% 
32.9 0.79 0.84 0.89 0.94 1 6.5% 8.8% 

Where p0 = current stockprice 

D, = divldends expected during stage I 
K = cost o f  equity 
n = years of non -constant growth 
D, = divldend expected In year n 
g,  = constant rate o f  growth expected after year n 

22.8 0.60 0.64 0.68 0.72 I 6.5% 

1 [El see Schedule JAG7 

2 Derived from Value Line Information 

fAVer*W *nnYaI BrOWth in GDP I929 - 2012 in current dollars. 

4 Internal Rate of Return of Projected Dividends 

9.1% 

Average 9.1% 
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Year 

1913 
1914 

1915 
1916 
1917 
1918 
1919 

1920 
1921 
1922 
1923 
1924 

1925 
1926 
1927 
1928 
1929 

1930 
1931 
1932 
1933 
1934 

1935 
1936 
1937 
1938 
1939 

1940 
1941 
1942 
1943 
1944 

1945 
1946 
1947 
1948 
1949 

1950 
1951 
1952 
1953 
1954 

1955 
1956 
1957 
1958 
1959 

1960 
1961 
1962 
1963 
1964 

4""il.d 

Change co 
CI'I 

Index 

9 ' j  "0 

i u n  

10 1 
10 9 
12 8 
15 1 
17 3 

20 0 
177 
168 
17 1 
17 1 

17 5 
17 7 
17 4 
17 1 
17 1 

16 7 
152 
137 
13 0 
13 4 

137 
13 9 
141  
14.1 
13.9 

I4 0 
14 7 
16 3 
17 3 
17 6 

18 0 
I9 5 
22 3 
21 1 
23 8 

24 1 
26 0 
26 5 
26 7 
26 9 

26 8 
27 2 
28 1 
2R 9 
29.1 

29.6 
29 9 
30 2 
30 6 
31 0 % 

A"",,Al Kate 
of  intlaoon 
3s rnrlzuird 

by CT1 

- :: 
1 00 

2 00 
13 00 
18N1 
20 00 
1500 

3 00 
1 IO 

-2 30 
2 40 
0 00 

3 50 
-1 10 
-2.30 
-1 20 
0 60 

-6 40 
-9 30 

-10 30 
0 80 
1 50 

3 00 
1 40 
2 90 

~2 80 
0 00 

0.70 
9 90 
9 00 
3 00 
2 30 

2 20 
18 10 
8 80 
3 00 

-2 10 

5.90 
6 00 
0 80 
0 70 
-0 70 

0 40 
3.00 
2 90 
180 
170 

1 40 
0 70 
130 
1 60 
1.00 % 

Average annual rare of inflauon (CPI), 1914-1964 

Average rate of inflatton, 1915-1964, m 5-year mcrements 

2.68 % 

'\wrA&e 
intIa,,,n 
~n 5 Yenr 

Incrnlvnrs 

1360 % 

0 84 % 

-0 10 % 

-4 74 :/a 

090 % 

4 98 % 

6 00 % 

2 54 % 

1.96 % 

120 Yo 

2.72 % 

Yeear 

1965 
1966 
1967 
1968 
I969 

1970 
1971 
1972 
1973 
1974 

1975 
1976 
1977 
1978 
1979 

1980 
1981 
1982 
1983 
1984 

1985 
1986 
1987 
1988 
1989 

1990 
1991 
1992 
1993 
1994 

1995 
1996 
1997 
1998 
1999 

2000 
2001 
2002 
2003 
2004 

2005 
2006 
2007 
2008 
2009 

2010 
2011 
2012 
2013 
2014 

.4rn".d 

CPI 
Indcy 

(h,&<. to 

31 5 O h  

32 I 
33.4 
34 8 
36.7 

38 8 
40 5 
41 8 
44 4 
49 3 

53 8 
56.9 
60 6 
65 2 
72 6 

82 4 
90 9 
96.5 
99 6 

103 9 

IO7 6 
109.6 
1136 
118 3 
124 0 

130 7 
136 2 
140 3 
144 5 
148 2 

1524 
156 9 
I60 5 
163 0 
166 6 

172.2 
177.1 
179 9 
184 0 
1889 

195 3 
201 6 

207.342 
215 303 
214537 

218.056 
224 939 
229 594 
232 957 
236 736 % 

1 90 % 
3 50 
3 00 
1.70 
6.20 

5 60 
3 30 
3 40 
8 70 

12.30 

6 90 
4 90 
6 70 
9 00 

13.30 

12.50 
8 90 
3.80 
3.80 
3 90 

3 80 
1.10 
4 40 
4.40 
4.60 

6 10 
3 10 
2 90 
2 70 
2 70 

2 50 
3 30 
170 
1 60 
2.70 

3 40 
160 
2 40 
1.90 
3 30 

3 40 
2 50 
4.10 
0 10 
2.70 

1 50 
3 00 
1.70 
1.50 

3 86 % 

6 66 % 

8 16 % 

6.58 % 

3 66 % 

3 50 % 

236 % 

2 52 % 

2 56 % 

0 80 % 
1 70 % 

Average annual rate of mflauon (CPI), 19652014 

Average rate of mflatcon, 1965 - 2014, m S~gear increments 

4.16 % 

4.16 % 

3.41 % Average annual rate ofmtlauon m the United States (CPI), 1914 - 2014 

Source Table 24 Hirtoacal Consumer l'nce Index for .4lI Urban Consumcrs (CPl~U) U S E!P/ average, U S. Depamnenr of Ldbor, Rureau o i h b o r  Stausticr 
~ ~ e o v / w t / ~ d l 4 1 2  udf 
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EXECUTIVE SUMMARY 
EPCOR WATER ARIZONA INC. 
DOCKET NO. WS-Ol303A-14-0010 

The surrebuttal testimony of Staff witness Briton A. Baxter addresses the rate design and bill 
impact changes for the four water and one wastewater districts included in the current EPCOR 
Water Arizona Inc. (“EPCOR’, or “Company”) rate application. These changes are a result of 
Staffs updated recommendations as discussed in the surrebuttal testimony filed by Staff witnesses 
Mary J. Rimback and Christine L. Payne. This surrebuttal testimony also responds to the rebuttal 
testimony of Mr. Thomas J. Bourassa, witness for the Company. 

Water Districts 

Mobave Water District: 

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill 
with median usage of 5,000 gallons from $17.32 to $25.19, for an increase of $7.87 or 45.44 percent. 
Staffs recommended rates would increase the typical 5/8-inch meter residential bill with a median 
usage of 5,000 gallons from $17.32 to $20.97, for an increase of $3.65 or 21.05 percent. 

Paradise VaLy  Water Distbct: 

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill 
with median usage of 10,000 gallons from $36.65 to $39.76, for an increase of $3.11 or 8.50 percent. 
Staffs recommended rates would result in no change for the typical 5/8-inch meter residential with 
a median usage of 10,000 gallons. 

Sun Cig Water District: 

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill 
with median usage of 6,000 gallons from $15.72 to $19.17, for an increase of $3.45 or 21.98 percent. 
Staffs recommended rates would increase the typical 5/8-inch meter residential bill with a median 
usage of 6,000 gallons from $15.72 to $17.15, for an increase of $1.43 or 9.52 percent. 

Tubac Water District: 

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill 
with median usage of 5,000 gallons from $36.40 to $77.89, for an increase of $41.49 or 113.98 
percent. Staffs recommended rates would increase the typical 5/8-inch meter residential bill with a 
me&an usage of 5,000 gallons from $36.40 to $52.55, for an increase of $16.15 or 44.35 percent. 

Wastewater District 

Mobave Wastewater District 

The Company’s proposed rates would increase the monthly bill (per equivalent residential 
unit) for a residential customer under the flat monthly fee rate by $25.05, or 44.30 percent, from 



$56.55 to $81.60. 
customer under the flat monthly fee rate by $19.44, or 34.38 percent, from $56.55 to $75.99. 

Staffs recommended rates would increase the monthly bill for a residential 

Staff recommends approval of its recommended rates and charges for all districts as shown 
on the attached schedules. 
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please state your name, occupation, and business address. 

My name is Briton A. Baxter. I am a Public Utilities Analyst IV employed by the Arizona 

Corporation Commission (“ACC” or “Commission”) in the Utilities Division (“Staff’). My 

business address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Briefly describe your responsibilities as a Public Utilities Analyst IV. 

I am responsible for the examination and verification of financial and statistical information 

included in utility rate cases and other applications. In addition, I develop revenue 

requirements, and prepare written reports, testimonies, and schedules that include Staff 

recommendations to the Commission. I am also responsible for testifying at formal hearings 

on these matters. 

Please describe your educational background and professional experience. 

In 2003, I graduated from Northern Arizona University, receiving a Bachelor of Science 

degree in Accountancy with a public accounting certificate. Prior to joining the Commission 

in 2013, I spent 10 years with the Arizona Office of the Auditor General. I have experience 

conducting performance audits of school districts and preparing statewide reports on 

classroom spending which required a large amount of data collection, validation and analysis. 

Since joining the Commission in October of 2013, I have completed three water rate cases 

and a prudency review for a regulated natural gas company to build a Liquid Natural Gas 

facility. I have also attended various trainings on rate making topics, including the National 

Association of Regulatory Utility Commissioners (“NARUC”) Utility Rate School in May of 

2014. 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

Q. 

A. 

What is the purpose of your surrebuttal testimony in this proceeding? 

The purpose of my surrebuttal testimony in this proceeding is to respond, on behalf of Staff, 

to the rebuttal testimony of Mr. Thomas J. Bourassa and to present Staffs surrebuttal 

position regarding rate design issues. 

Do you attempt to address every issue raised by the Company in its rebuttal 

testimony? 

No. My silence on any particular issue raised in the Company’s rebuttal testimony does not 

indicate that Staff agrees with the Company’s rebuttal position on that issue. I rely on the 

direct testimony of Staff witness Ms. Phan Tsan unless modified by this surrebuttal 

testimony. 

What is the scope of your testimony in this case? 

I am presenting Staffs recommended rate designs for EPCOR Water Arizona, Inc. 

(“EPCOR” or “Company”) applications for permanent increases in its rates and charges in its 

Mohave Water District, Paradise Valley Water District, Sun City Water District, Tubac Water 

District and Mohave Wastewater District. Staff has updated the rate deslgn to reflect the 

revised recommended revenue requirement for each water and wastewater district. 

Why are you testifjhg on rate design in Staffs surrebuttal testimony when you did 

not file any direct testimony? 

I am testifymg on surrebuttal rate design because Ms. Tsan will be out of the office for an 

extended period of time and I served on the Staff team that performed a regulatory audit of 

the Company’s application. 
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RATE DESIGN 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Did Staff change the rate design from its direct testimony? 

No, Staff left the fundamental rate design as in its direct testimony, adjusting for the change 

in recommended revenues. 

Did Staff include the rate design and typical bill analysis in surrebuttal schedules? 

Yes. 

The Company’s rebuttal testimony suggested that Staffs rate design did not generate 

the targeted revenue requirement. Does Staffs rate design generate the appropriate 

revenue requirement? 

Yes. 

What is the basis for the Company’s position that Staffs rate design does not generate 

the targeted revenue requirement? 

In reviewing the Company’s position, Staff determined that the discrepancies as identified by 

the Company were related to the treatment of the declining usage adjustment and the over 

collection for the low income programs in Mohave Water and Sun City. Staffs revenue 

requirement already factors in these adjustments in establishing the overall revenue 

requirement. The Company’s position is that these adjustments should also be accounted for 

within rate design. Staffs position is that to address them in rate design after adjusting for 

these two items in calculating the revenue requirement would represent recognition of these 

items twice. 
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BILL IMPACT 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in 

Mohave Water? 

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill with 

median usage of 5,000 gallons from $17.32 to $25.19, for an increase of $7.87 or 45.44 

percent. Staffs recommended rates would increase the typical 5/8-inch meter residential bill 

with a median usage of 5,000 gallons from $17.32 to $20.97, for an increase of $3.65 or 21.05 

percent. 

What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in 

Paradise Valley Water? 

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill with 

median usage of 10,000 gallons from $36.65 to $39.76, for an increase of $3.11 or 8.50 

percent. Staffs recommended rates would result in no change for the typical 5/8-inch meter 

residential with a median usage of 10,000 gallons. 

What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in Sun 

City Water? 

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill with 

median usage of 6,000 gallons from $15.72 to $19.17, for an increase of $3.45 or 21.98 

percent. Staffs recommended rates would increase the typical 5/8-inch meter residential bill 

with a median usage of 6,000 gallons from $15.72 to $17.15, for an increase of $1.43 or 9.12 

percent. 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in 

Tubac Water? 

The Company’s proposed rates would increase the typical 5/8-inch meter residential bill with 

median usage of 5,000 gallons from $36.40 to $77.89, for an increase of $41.49 or 113.98 

percent. Staffs recommended rates would increase the typical 5/8-inch meter residential bill 

with a median usage of 5,000 gallons from $36.40 to $52.55, for an increase of $16.15 or 

44.35 percent. 

What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer in 

Mohave Wastewater? 

The Company’s proposed rates would increase the monthly bill (per equivalent residential 

unit) for a residential customer under the flat monthly fee rate by $25.05, or 44.30 percent, 

from $56.55 to $81.60. Staffs recommended rates would increase the monthly bill for a 

residential customer under the flat monthly fee rate by $19.44, or 34.38 percent, from $56.55 

to $75.99. 

Does this conclude your direct testimony? 

Yes, it does. 



EPCOR WATER COMPANY 
Docket No WSOl303A-14-0010 
Test Year Ended June 30,2013 
Mohave Water Distnct 

RATE DESIGN 

Preaent fmmpany 
Monthly Usage Charge Kat&, I ' ropo4 Rates 

Meter Sue (All Classes) 
5/8 Y 3/4" Meter $11 00 $15 35 

3/4" Meter 
1" Meter 

1':Z" Meter 
2" Meter 
3" Meter 
4" Meter 
6" Meter 
8" iMeter 

10" hleter 
12" Meter 

BHC Veterans 

Fue 2" 
Fue 4" 
Fue 6" 
Fue 8" 

Fue 10" 
Pnvate Hydrant 
Pubhc Hydrant 

Pubk  Spnnkler Head 

11.00 
27.50 
55.00 
88.00 

176.00 
275.00 
550.00 
880.00 

1,265.00 
2,365.00 

11.00 

85.00 
10.00 
15.00 
20.00 
25.00 
12.32 
12.32 
0.73 

15.35 
38.31 
76.73 

12276 
215.52 
383.63 
767.25 

1,227.60 
1,764.68 
3,299.18 

15.35 

85.99 
11.98 
17.96 
23.95 
29.94 
14.75 
14.75 
0.87 

Commodity Rates-Per l,OOO Gallons 

5/8 x 3/4" & 3/4" Meter 
Fmt 3,000 Gallons 
From 3,001 to 10,000 Gallons 
Over 10,000 Gallons 

(Residenhal) 

5/8 x 3/4" & 3/4" Meter (Apartment, Commernal& Indusmal) 
Fust10,000 Gallons 
Over 10,000 Gallons 

1" Meter (Res, Apt, Comm , & Ind) 
Fust 15,000 Gallons 
Over 15,000 Gallons 

1%" Meter (Res, Apt, Comm , & Ind ) 
Fust 30,000 Gallons 
Over 30,000 Gallons 

2" Meter (Res, Apt, Comm, & Ind) 
Fmt 50,000 Gallons 
Over 50,000 Gallons 

3" Meter (Re< ,Ap t ,  Comm , & Ind) 
Fust 100,000 Gallons 
Over 100,000 Gallons 

4" Meter (Res, Apt, Comm , & Ind) 
Fust 150,000 Gallons 
Over 150,000 Gallons 

6" Meter (Res, Apt, Comm , & Ind) 
Fust 300,000 Gallons 
Over 300,000 Gallons 

8" Meter (Res, 4pt ,  Comm , & Ind) 
Fust 500,000 Gallons 
Over 500,000 Gallons 

10" Meter (Res , Apt, Comm , & Ind ) 
Fust 750,000 Gallons 
Over 750,000 Gallons 

12" Meter (Res, Apt, Comm , & Ind) 
Fust 1,400,000 Gallons 
Over 1,400,000 Gallons 

80.8800 
18400 
3 0000 

$1.8400 
3.0000 

81.8400 
3.0000 

31.8400 
3.0000 

$1.8400 
3.0000 

$1.8400 
3 0000 

81.8400 
3.0000 

$1 8400 
3.0000 

$1.8400 
3.0000 

$1 8400 
3.0000 

81.8400 
3.0000 

$1.530( 
2.480( 
3.2051 

82.480( 
3.203 

$2.480( 
3.20% 

f2.480( 
3.205( 

F2.4t 
3.205( 

82.480C 
3.205C 

$2.4806 
3.205C 

$2.4800 
3.2050 

$2.4800 
3 2050 

$2.1800 
3.2050 

52.4800 
3.2050 

Surrebuttal Schedule BAB-1 
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Staff 
Krcommrridcd Katrs 

$13 00 
19 50 
32 50 

101 00 
208 00 
325 IKJ 
650 00 

1,040 00 
1,495 00 
2,795 00 

13 00 

65 00 

$6.03 
12.07 
18.10 
24.13 
30.16 
14.86 
14.83 
0.88 

$1.1220 
2.3000 
3.7600 

$2.3000 
$3.7600 

$23000 
93.7600 

$2.3000 
$3.7600 

$2.3000 
$3.7600 

$2 3000 
3.7600 

82.3000 
3.7600 

$2.3000 
3.7600 

$2.3000 
3.7600 

$2.3000 
3.7600 



EPCOR WATER COMPANY 
Docket No. WS-01303A-144010 
Test Year Ended June 30,2013 
Mohave Water District 

RATE DESIGN (Cont.) 

E1 IC Veterans Mononal 
Fust 10,000 Gallons 
Over 10,000 (;dons 

51.8400 
3.0000 

Pnvate Flre Hydrant/ I'ubhc Fue Hydrant/ Public Sprinkler Head 
All Gallons 

Service Charges 
Estabhshment 01 Reestabllshment of S m c e  

Not lnduded wtb establishment of sewer utihty senices 

Re+ Hours N/A 
After Hours N/A 

$20.00 
Included as part of estabhshment of sewer utility senices 25 00 

Reconnechon of Senqcepehquent): 
Regular hours 35.00 
After Hours 35.00 

Meter Test (If Correct) 35.00 
Meter Re-Read (If Correct) 25.00 
Deposit Requuement (Residentid) (a) 
Deposit Reqwement (None Residential Meter) (a) 

Deposit Interest (4 
NSF Check 25.00 
Deferred Payment, Per Month 1.5% per month 
Late Charge per montb 1.5% per montb 
After Hours Semce Charge @) N/A 

$2.4800 
3.2050 

12.5000 

$2 5000 

Remove from Tanff 
Remove from Tanff 

f35.0( 
65 00 

35.00 
65.00 
35.00 
25.00 

(a) 
(a) 
(4 

25.00 
1.5% per montb 
1.5% per month 

N/A 

(a) Per Commission Rules (R14-2-403.B) 
@) After Hours Semce : -4fter regular working hours, on Saturdays, Sundays or holidays fiat the customer's request or for tbe customer's convenience 

In addition to tbe collectton of regular rates, the u d t y  will collect from its customers a propomonate share of any 
pndege, sales, use, and franchise tax Per commission rule 14-249D(5) 

Service and Meter Installation Charges 

Meter Size 

518 x 314-mch 
3/4-inch 
1-inch 
I-l/Z-mch 
2-inch 'Turbme 
2-mch Compound 
3-mch Turbine 
3-inch Compound 
4-inch Turblne 
4-inch compound 
6-inch Turbine 
6-inch Compound 
a-inch or Larger 

Total Present Charge 

$500 
575 
660 
900 

1,525 
2,220 
2,165 
2,660 
3,360 
4,265 
6,035 
7,750 

At Cost 

emce Ltn 
Charge 
$370 
370 
420 
450 
5 80 
580 
745 
465 

1,090 

1,610 
1,630 

At Cost 

1,120 

n an Pro osed 

$500 

450 
1,525 

1,640 2,220 
1,420 2,165 
2,195 2,660 
2,270 3,360 
3,145 4,265 
4,425 6,035 
6,120 7,750 

At Cost At Cost 

Staffs recommei 

580 1,610 
745 1,420 

2,195 

hon 
Total 

Charge 
8500 
575 
660 
900 

1,525 
2,220 
2,165 
2,660 
3,360 
4,265 
6,035 
7,750 

At Cost 

Surrebuttal Schedule BAB-1 
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$2 3000 
3.7600 

$2.3000 

$2.3000 

$35 00 
Remove from Tanff 
Remove from Tanff 
Remove from Tanff 
Remoie from Tanff 

35 00 
Remove from Tanff 
Remove from Tanff 

35 00 
25 00 

(a) 
(a) 
(1) 

25 00 
1 5% per month 
1 5% per month 

30 00 



EPCOR Water Company 
Docket No.WS-01303A-14-0010 
Test Year Ended June 30,2014 
Mohave Water District 

Surrebuttal Schedule BAB-2 

Typical Bill Analysis 
General Service 5/8 x 3/4Inch Meter 

l’reseiit Proposed Dolldr Pc rcent 
Company Propobed Gallons Rates Rates Iiicrea\e Increax 

Average Usage 6,800 $2063 $2969 $9 06 43 90% 

MeQan Usage 5,000 $1732 525 19 $7 87 45 44% 

Average Usage 

Median Usage 

Gallons 

Staff Recommended 

6,800 $20.63 $25.11 $4 47 21 68% 

5,000 $17.32 $20.97 $3.65 21.05% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4Inch Meter 

Present 

Minimum Charge $11.00 
1st Tier Rate 0.8800 

1st Tier Breakover 3,000 
2nd Tier Rate 1.8400 

2nd Tier Breakover 10,000 
3rd Tier Rate 3.0000 

Company 
Proposed 

Staff 
Recommended 

Muurnurn Charge $15 54 Muurnurn Charge $13 00 
1st Tier Rate 1 5500 1st Tier Rate 1 1220 

1st Tier Breakover 3,000 1st Tier Breakover 3,000 
2nd Tier Rate 2 5000 2nd Tier Rate 2 3000 I 3rd Tier Rate 3 2250 3rd Tier Rate 3 7600 

2nd Tier Breakover 10,000 2nd Tier Breakover 10,000 

Consumption Rates Rates Increase Rates Increase 
$11.00 $15.54 41.27% $13.00 18.18% 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 

45,000 
40,000 

50,000 
75,000 

100,U0U 

11.88 
12.76 
13.64 
15.48 
17.32 
19.16 
21.00 
22.84 
24.68 
26.52 
29.52 
32.52 
35.52 
38.52 
41.52 
44.52 
47.52 
50.52 
53.52 
56.52 
71.52 
86.52 

101.52 
116.52 
131.52 
146.52 
221.52 
296.52 

17 09 
18 64 
20 19 
22 69 
25 19 
27 69 
30 19 
32 69 
35 19 
37 69 
40 92 
44 14 
47 37 
50 59 
53 82 
57 04 
60 27 
63 49 
66 72 
69 94 
86 07 

102 19 
118 32 
134 44 
150 57 
166 69 
247 32 
327 94 

43.86% 
46.08% 
48.02Yo 
46.58% 
45.44% 
44.52% 
43.76% 
43.13% 
42.59% 
42.12% 
38.60% 
35.73% 
33.35% 
31.33% 
29.61% 
28.12’/0 
26.82% 
25.67% 
24.650/0 
23.740/0 
20.34% 
18.11% 
16.540/0 
15.389’0 
14.489’0 
13.77% 
1 1.644’0 
10.60% 

14.12 
15.24 
16.37 
18.67 
20.97 
23.27 
25.57 
27.87 
30.17 
32.47 
36.23 
39.99 
43.75 
47.51 
51.27 
55.03 
58.79 
62.55 
66.31 
70.07 
88.87 

107.67 
126.47 
145.27 
164.07 
182.87 
276.87 
370.87 

18.87% 
19.47% 
19.99% 
20.58% 
21.059’0 
21.43% 
21.74% 
22.01% 
22.23% 
22.42% 
22.72% 
22.96% 
23.16% 
23.335’0 
23.47% 
23.60% 
23.71% 
23.80% 
23.89% 
23.97% 
24.259’0 
24.44‘/’0 
24.57% 
24.67% 
24.75% 
24.819’0 
24.9894 
25.07’h 



EPCOR Water Arizona, Inc 
Docket No WS-01303A-14-0010 
Test Year Ended June 30,2013 
Paradise Valley Water District 

Monthly Usage Charge Present 
Company 

Proposed Rates 

hleter Size 1.U Cia- 
5 / 8  x 3/4" Meter 
3/1" Meter 

1" Alder 
1%" hletcr 
2" Meter 
3" Meter 
4" Meter 
6" Meter 
8" Meter 
10" Meter 
12" Meter 

Meter Total Servlce h e  
Charge Cbarge Charge 

$115 $155 $600 

$25.15 

26.1( 
50.30 
90.54 

140.84 
276.65 
462.76 
930.00 

2,245.00 
3,228.00 
6,034.00 

Meter Total 
Charge Charge 
$155 $600 
255 700 
315 810 
525 1,075 

1,045 1,875 
At Cost .\I Cost 
At Cost .it Cost 
I t  Cost At Cost 
At Cost At Cost 

Commodity Charge 

2" and smaller Residenod 
Fust 5,ooO gallons 
From 5,001 to 15,000 gallons 
From 15,001 to 40,000 gallons 
From 40,001 to 80,000 gallons 
Over 80,000 gallons 

2" and smaller Commercd 
Fust 400,000 gallons 
Ova 400,000 gallons 

3" and larger Resldentd and Commercd 

Fust 100,000 gallons 
Over 400,000 gallons 

$1 0500 
1.2500 
2.2000 
2.7500 
3.2259 

1.9500 
2.3000 

1.9500 
2.3000 

Turf All Gallons 1.6800 

Other Public Authonq All Gallons 19500 

PV Counuy Club All Gallons 1.5600 

Senice Charges 
Estabhhment or Reestahllshment of Senwze 

Regular Hours 
After Hours 

Reconnectron of Senice (Dehquent) 
Regular Hours 
Aftfter Hours 

Insufficient Funds (NSF) Check Charge 
Meter Reread ( d Correct) 
Meter Test ( If Correct) 

Deposit Requument (Residend) 
Deposit Requuement (None Reaidend Met< 

Deposit Interest 
Deferred Payment, Per Month 
Late Charge per month 

After Hours Semce Charge @) 

120.00 
40.00 

30 00 
60 00 
12 00 
10 00 
15 00 

(4  
-4 (a) 

(2) 
N/A 

1 5% per montt 

$26.58 
27.65 
53.17 
95.70 

148.87 
292.12 
489.14 
983.01 

2,372.97 
3,112.00 
6,377.91 

$1.1116 
1.3234 
2.3282 
2.9115 
3.4153 

2.0645 
2.4350 

2 0645 
2 4350 

1.9152 

2 0645 

1.7784 

135.00 
65.00 

35.00 
65.00 
25.00 
25.00 
35.00 

(4 
(4  
(4  

1.5% per month 
1.596 per month 

Surrebuttal Schedule BAR1 

Staff 
Recommended Rates 

$25.15 
26.16 
.io 30 
90.54 

14n.w 
276.65 
162.76 
930.00 

2,215.00 
3,228.00 
6,034.00 

$1.0500 
1.2500 
2 2000 
2.7700 
3.3010 

1.9580 
2.3300 

1.9580 
2.3300 

1.6800 

1.9580 

1.5600 

$35 00 
Remote from Tanff 
Remove from Tanff 

35 00 
Remove from Tanff 
RmoQe from Tanff 

25 00 
25 no 

(4 
(4 
(a) 

35 00 

1 5% per month 
1 5% per month 

30 00 

(a) Per Commission Rules (R14-2-403.B) 
@) After Hours Semce : After regular working hours, on Saturdays, Sundays or holidays if at the customer's request or for the customer's convenience 

In addinon to the collectloo of regular rates, the utdq will collect from its customers a propodonate share of any 
pnvilege, sales, use, and franche tax. Per commission rule 14-2-409D(5). 

Meter Stze c 5/8 x 3/4-mch 

3-mch 
4-mch 
6-urch Turbine 

Comp; 

700 
810 

1,075 
1,875 

At Cost 
At Cost 
At Cost 
At Cost 

415 
495 
550 
8311 

At Cost 
At Cost 
At Cost 
At Cost 



EPCOR Water Arizona, Inc. 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013. 
Paradise Valley Water District 

Minimum Charge $27.27 
1st Tier Rate $1.1408 

1st Tier Breakover 5,000 
2nd Tier Rate $1.3581 

2nd Tier Breakover 15,000 
3rd Tier Rate $2.3903 

3rdTier Breakover 40,000 
4thTier Rate $2.9879 

4th Tier Breakover 80,000 
5thTier Rate $3.5049 

Typical Bill Analysis 
General Sewice 5/8 x 3/4-Inch Meter 

Minimum Charge $25.15 
1stTier Rate $1.0500 

1st Tier Breakover 5,000 
2nd Tier Rate $1.2500 

2nd Tier Breakover 15,000 
3rd Tier Rate $2.2000 

3rdTier Breakover 40,000 
4thTier Rate $2.7700 

4th Tier Breakover 80,000 
5thTier Rate $3.3010 

Present Propo5ed Dollar Percent 
Company Proposed Gallons Rates Rate\ Increase Increase 

Average Usage 19,271 $5230 $5676 $447 854% 

Me&an Usage 10,000 $3665 $3976 $3 11 850% 

Staff Recommended 

Average Usage 

Median Usage 

Gallons Present 

19,271 

10,000 

$5230 $5230 $000 000% 

$3665 $3665 $000 000% 

Present & Proposed Rates (Without Taxes) 
General Service 5/8 x 3/4-Inch Meter 

Minimum Charge 
1st Tier Rate 

1 st Tier Breakover 
2nd Tier Rate 

2nd Tier Breakover 
3rd Tier Rate 

3rdTier Breakover 
4thTier Rate 

4th Tier Breakover 
5thTier Rate 

$25.15 
$1.0500 

5,000 
$1.2500 

15,000 
$2.2000 
40,000 

$2.7500 
80,000 

$3.2300 

Consumpuon Rates Rates Increase Rates Increase 
$25.15 $27.27 8.43% $25.15 0.00% 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

26.20 
27.25 
28.30 
29.35 
30.40 
31.65 
32.90 
34.15 
35.40 
36.65 
37.90 
39.15 
40.40 
41.65 
42.90 
45.10 
47.30 
49.50 
51.70 
53.90 
64.90 
75.90 
86.90 
97.90 

108.90 
11 9.90 
174.90 
229 90 

28.41 
29.55 
30.69 
31.83 
32.97 
34.33 
35.69 
37.05 
38.41 
39.76 
41.12 
42.48 
43.84 
45.20 
46.56 
48.95 
51.34 
53.73 
56.12 
58.51 
70.46 
82.41 
94.36 

106.31 
11 8.26 
130.22 
189.97 
249.73 

8.44% 
8.45% 
8.45% 
8.46% 
8.47% 
8.4706 
8.48% 
8.49% 
8.49% 
8.50% 
8.50% 
8.51% 
8.51% 
8.52% 
8.52% 
8.53% 
8.53% 
8.5470 
8.540Y" 
8.55% 
8.56% 
8.58% 
8.59"/0 
8.59% 
8.60% 
8.60% 
8.62% 
8.63% 

26.20 
27.25 
28.30 
29.35 
30.40 
31.65 
32.90 
34.15 
35.40 
36.65 
37.90 
39.15 
40.40 
41.65 
42.90 
45.10 
47.30 
49.50 
51.70 
53.90 
64.90 
75.90 
86.90 
97.90 

108.90 
119.90 
171.90 
229.90 

0.003'0 
0.00% 
0.00% 
O.OO~/O 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.oO':'o 
0.00"; 
0.00% 
0.oo:c 

Surrebuttal Schedule BAB-2 



EPCOR Water Arizona, Inc. 
Docket No. WS-01303A-140010 
Test Year Ended June 30,2013 
Sun City Water District 

Surrebuttal Schedule BAB- 1 
Page 1 

RATE L 

Monthly Usage Charge Presrnt 

Meter Size 1.M Classes) 
5/8 x 3/4" Meter 
3/4" Meter 
1" Meter 
1%" Metcr 
2" Meter 
3" Meter 
4' Meter 
6" Meter 
8" Meter 

Public Interruptible - Peona 
IrrigaDon - 2" 
Irrigation - Raw- 

Pnvate Fire 3" 
Pnvate Fire 4" 
Pnvate Fxe 6" 
Pnvate FLe 8" 
Pnvate Fm 10" 
Pnvate Hydrant - Peoria 

$8.76 
8.76 

21.89 
43.78 
70.05 

140.10 
218.90 
437.81 
700.50 

8.16 
77.59 

9.73 
9.73 
9.73 

14.01 
20.14 
8.22 

Commodiq Charge-Per l,OOO gallons 

AU Meter Slze icesdentdl 
FLst 1,000 gallons 
From 1,001 to 3,000 gallons 
From 3,001 to 9,000 gallons 
From 9,001 to 12,000 gallons 
Orer 12,000 gallons 

5/8 x 3/4" ,3/4" & 1 I' .Meter (Residenhal) 
First 1,000 gallons 
From 1,001 to 3,000 gdions 
From 3,001 to 9,000 gallons 
From 9,001 to 12,000 gallons 
Over 12,000 gallons 

5/8 x 3/4" & 3/4" 

Fnst 9,000 gallons 
Over 9,000 gallons 

m 
FLrt 20,000 gallons 
Over 20,000 gallons 

I'h" Meter 
Fust 40,000 gallons 
Over 40,000 gallons 

Fust 64,000 gallons 
Over 64,000 gallons 

2.NZa 
Fust 131,000 gallons 
Over 131,000 gallons 

a 
Flrst 205,000 gallons 
Orer 205,000 gallons 

CMCm 

Fmt 415,000 gallons 
Over 415,000 gallons 

$l&.m 
Fust 670,000 gallons 
Over 670,000 gallons 

(Commercd) 

(Commerctal) 

(Commercd) 

(Commercd) 

(Commercd) 

(Commercd) 

(Commercd) 

(Commercd) 

$0.7297 
1.0702 
1.3621 
1.6539 
1.9896 

90.7297 
1.0702 
1.3621 
1.6539 
1.9896 

$1.3621 
1.9896 

$1.3621 
1.9896 

$1.3621 
1.9896 

$1.3621 
1.9896 

$1.3621 
1.9896 

$1.3621 
1.9896 

$1.3621 
1.9896 

$1.3621 
19896 

iIGN 
Compnny 

I'ro,,"wl Katra 

$10.12 
10.12 
26.06 
52.12 
83.40 

166.79 
260.61 
521.22 
833.95 

9.97 
92.33 

10.65 
10.65 
10.65 
5.31 

22.05 
9 00 

(Commercd) 

(Cornercd)  

(Res & C o r n )  

(Res & C o r n )  

(Res & C o r n )  

(Rcs & C o r n )  

(Rec & Comm) 

(Res & C o r n )  

N/A 
N/A 
N/A 
N/A 
N/A 

$0.7336 
1.3602 
1.6302 
1.8002 
2.0102 

$1.8002 
2.0102 

$1.8002 
2.0102 

$1.8002 
2.0102 

$1.8002 
2.0102 

$1 8002 
2.0102 

$1.8002 
2.0102 

$1.8002 
2.0102 

$1.8002 
20102 

Staff 
Hecommrralcd Rate, 

$9.50 
11.25 
23 75 
47.50 
76.00 

152.00 
237.iO 
175.00 
760.M) 

10.00 
85.00 

10.81 
10.81 
10.81 
15.57 
22.38 
9.13 

(Commetcd) 

(Commercial) 

(Res. & Comm.) 

(Res. & Comm) 

(Res. & Comm.) 

(Res. & C o r n . )  

(Res. & Corn . )  

(Res. & Comm) 

N/A 
N/A 
N/A 
N / A  
N/A 

$0.7500 
1.2000 
1.5000 
1.9000 
2.2621 

$1.5000 
2.2621 

$1.5000 
2.2621 

$1.5000 
2 2621 

$1.5000 
2.2621 

$1.5000 
2 2621 

S1.5000 
2.2621 

$1.5ooO 
2.2621 

$1.5000 
2 2621 



EPCOR Water Arizona, Inc 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 
Sun City Water District 

Total Present 
charge 

$500 
575 
660 
900 

1,525 
2,220 
2,165 
2,660 
3,360 
4,265 
6,035 
7,750 

At Cost 

Surrebutlal Schedule BAB- 1 
Page 2 

Con 
Semce Lme 

$370 
370 
420 
450 
580 
580 
745 
465 

1,090 
1,120 
1,610 
1,630 

At Cost 

Chars  

Public Intrrupt~ble All Usage 

2" lmngatton All Usage 

Imgation Raw AU Usage 

Pnvate Hkdmnt - Peom ,U Usage 

Central 4l Project. Raw All Ucage 

Total 
Chars  
$500 
575 
660 
900 

1,525 
2,220 
2,165 
2,660 
3,360 
4,265 
6,035 
7,750 
4t Cost 

RATE DESIGN (CONT.) 

$1 1632 

$1 2551 

$1 0037 

$1 1400 

$0 8.180 

Staffs recommendatton 
SemceLme Meter 

Chars  Charge To& Charg 
$370 $130 $500 
370 205 575 
420 240 660 
450 450 900 
580 915 1,525 
580 1,640 2,220 
745 1,420 2,165 
465 2,195 2,660 

1,090 2,270 3,360 
1,120 3,145 4,265 
1,610 4,425 6,035 
1,630 6,120 7,750 

A4t Cost At Cost At Cost 

S e ~ c e  Charges 
Service Estabhshment, Reestabbhment and/or Reconnectton Chars  

Regular Hours 
After Hours 

Insufficient Funds (NSO Check Charge 
Meter Reread ( d Correct) 
hleter Test ( If Correct) 
Deposit Reqwement (Residenttal) 
Depovt Requuement (None Residentd Met-) 

Deposit Interest 
Deferred Payment, Per Month 
Late Chirge per month 
After Hours Semce Charge (b) 

530 00 
40.00 
25.00 

5.00 
10.00 

(3 
(4 
(4  
N/A 
N /A 
NIA 

$1.1693 

$1.2617 

$I 0090 

$1.1460 

$0 8525 

$35.00 
65.00 
25.00 
25.00 
35.00 

(4 
(3 
(4 

1.5% per month 
1.5% pel month 

N/A 

S1.51JX 

$1.4500 

51.2000 

$1.3000 

$0.8525 

$35 00 
Remove from Tarlff 
Remove from Tanff 

25 00 
25 00 
35 00 

(4 
(4 
(4 

1 5% per month 
1 5% per month 

30 00 

(a) Per Comrmssion Rules (R14-2-403.B) 
(b) After Hours Semce : After regular workmg hours, on Saturdays, Sundays or holidays if at the customer's request or for the customer's convenience. 

In additton to the collection of ~rgulii mes, the utdq will collect from Its customeIe a propomonate share of an>, 
pnwlege, sales, use, and franchise tax. Per comrmsslon rule 14-2-409D(5). 

Service and Meter Installation Charces 

Meter Slze 

5/8 x 3/4-mch 
3/4-mch 
1-mch 
1- 1 /2-mch 
2-inch Turbme 
2-inch Compound 
3-inch Turbme 
3-inch Compound 
4-inch Turbine 
4-mch compound 
6-mch Turbine 
6-mch Compound 
8-mch 01 Larger 

any Propos 

C h S  
Meter 

$130 
205 
240 
450 
945 

1,640 
1,420 
2,195 
2,270 
3,145 
4,425 
6,120 

At Cost 



EPCOR Water Arizona, Inc. 
Docket No. WS-OUO3A-14-0010 
Test Year Ended June 30,20U 
Sun City Water District 

Surrebuttal Schedule HAJ3-2 

Typical Bill Analysis 
General Senice 5/8 x 3/4Inch Meter 

Present Proposed Dollar Percent 
Company Propose Gallons Ram Rates Increase Increase 

Average Usage 7,203 $1736 $21 17 9381 21 97"'o 

Medan Usage 6,000 $15.72 $19.17 $3.45 21.98% 

Staff Recommended 

Average Usage 7,203 $1736 $1895 

Medan Usage 6,000 51572 $17.15 $1 43 912% 

$1 60 922% 

Present & Proposed Rates (Without Taxes) 
General Senzice 5/8 s 3/4Inch Meter 

Gallons Present 
Minimum Charge $8.76 

1st Tier Rate $0.7297 
1st Tier Breakover 1,000 

2nd Tier Rate $1.0702 
2nd Tier Breakover 3,000 

3rd Tier Rate $1.3621 
3rd Tier Breakover 9,000 

4th Tier Rate $1.6239 
4th Tier Breakover 12,000 

5th Tier Rate $1.9896 

Company Proposed 
Minmum Charge $10.70 

1 st Tier Rate 
1st Tier Breakover 

2nd Tier Rate 
2nd Tier Breakover 

3rd Tier Rate 
3rd Tier Breakover 

4th Tier Rate 
4th Tier Breakover 

5th Tier Rate 

$0.7500 
1,000 

$1.3702 
3,000 

$1.6602 
9,000 

$1.9002 
12,000 

$2.1202 

Minimum Charge $9.50 
1st Tier Rate $0.7500 

1 st Tier Breakover 1,000 
2nd Tier Rate $1.2000 

2nd Tier Breakover 3,000 
3rd Tier Rate $1.5000 

3rd Tier Breakover 9,000 
4th Tier Rate $1.9000 

4th Tier Breakover 12,000 
5th Tier Rate $2.2621 

~ ~~~ I Consumption I Rates Rates Increase I Rates Increase 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

$8.76 
9.49 

10.56 
11.63 
12.99 
14.35 
15.72 
17.08 
18.44 
19.80 
22.50 
25.19 
27.89 
30.94 
34.00 
37.06 
40.12 
43.18 
46.24 
49.30 
52.36 
67.66 
82.96 
98.26 

113.56 
128.86 
144.16 
220.65 
297.15 

$10.70 
11.45 
12.82 
14.19 
15.85 
17.51 
19.17 
20.83 
22.49 
24.15 
27.42 
30.69 
33.96 
37.45 
40.94 
44.43 
47.92 
51.41 
54.91 
58.40 
61.89 
79.34 
96.79 

114.24 
131.69 
149.15 
166.60 
253.86 
341.12 

22.15% 
20.66% 
21.40% 
22.01% 
22.00% 
21.99% 
21.98% 
21.97% 
21.97% 
21.96% 
21.89% 
21.84% 
21.80% 
21.034'0 
20.41% 
19.88% 
19.4496 
19.06% 
1 8.73% 
18.44% 
1 8.1 9% 
17.26% 
16.6716 
16.26% 
15.97% 
15.74'/0 
15.57% 
15.05% 
14.80% 

$9.50 
10.25 
11.45 
12.65 
14.15 
15.65 
17.15 
18.65 
20.15 
21.65 
24.75 
27.85 
30.95 
34.41 
37.87 
41.34 
44.80 
48.26 
51.72 
55.18 
58.65 
75.96 
93.27 

110.58 
127.89 
145.20 
162.51 
249.06 
335.61 

8.454'0 
8.01% 
8.43% 
8.77% 
8.91% 
9.03% 
9.12% 
9.20% 
9.27% 
9.33% 

10.02% 
10.569'0 
10.99% 
1 1.20% 
11.38% 
11.53",'0 
11.65% 
11.76% 
11.85% 
11.93°/u 
12.00% 
12.26% 
12.42% 
12.54"% 
12.62"/0 
12.68'/0 
12.73% 
12.88':'" 
12.959'0 



EPCOR Water Arizona, Inc. 
Docket No. WS-01303A-144010 
Test Year Ended June 30,2013 
Tubac Water District 

RATE DESIGN 

Prcsmt 
Monthly Usage Charge Rates 

hlcter SVc IAU Classes): 
5/8 x 3/4" Meter 

3/4" Meter 
1" Meter 

1%" Meter 
2" Meter 
3" Meter 
4" Meter 
6'' Meter 
8" Meter 

IO" h4eter 
12" Meter 

$24 70 
24 70 
74 10 

144 78 

461 00 
230 53 

722 on 
1,440 00 
2.305 00 
3,320 00 
6,208 00 

Commodity Rates-Per lo00 Gallons 

5/8 Y 3/4" & 3/4" Meter 
Fust 3,000 Gallons 
From 3,001 to 10,000 Gallons 
From 10,001 to 20,000 Gallons 
Over 20,000 Gallons 

(Residennal) 

5/8 Y 3/4" & 3/4" Meter (Commercwl) 
Fust 20,000 Gallons 
Over 20,ooO Gallons 

1" Meter (Res & Comm) 
Fust 35,000 Gallons 
Over 35,000 Gallons 

l'," Meter (Res &Comm) 
Fust 85,000 Gallonc 
Over 85,000 Gallons 

2" Meter (Res & Comm) 
Fust 150,000 Gallons 
Over 150,000 Gallons 

3" Meter (Res & Comm) 
Fmt  375,000 Gallons 
Over 175,000 Gallons 

4" Meter (Res & Comm) 
Fust 250,000 Gallons 
Over 250,000 Gallons 

6" Mcter (Res & Comm) 
Fust 350,000 Gallons 
Over 350,000 Gallons 

8" Meter (Res & Comm) 
Fust 900,000 Gallons 
Over 900,000 Gallons 

10" Meter (Res & C o r n )  
Fust 1,500,000 Gallons 
Over 1,500,000 Gallon. 

12" h4eter (Res &Comm) 
Fust 2,250,000 Gallons 
Over 2,250,000 Gallons 

$1.9000 
3.0000 

6.oooO 
4.0000 

$4.0000 
6.0000 

14.ooOo 
6.0000 

$4 0000 
6oooO 

&r 0000 
6oooO 

$4 oooo 
6 0000 

$4 0000 
6 0000 

I4.oooO 
6.oooO 

$4.0000 
6.0000 

$4 0000 
6.0000 

$4 oooO 
6.0000 

Companv 
l'ropowd Katri 

$42 36 
47 36 

211 80 
338 88 
677 77 

1,OSI 01 
2,11803 

1,871 16 
9,107 51 

105 90 

3,388 81 

$4.7500 
6.1000 
7.3500 
7.9500 

$6.7000 
7.9500 

$6.7000 
7.9500 

$6.7000 
7.9500 

$6.7000 
7.9500 

$6.7000 
7.9500 

$6.7000 
7.9500 

$6.7000 
7.9500 

$6.7000 
7.9500 

$6.7000 
7.9500 

$6.7000 
7.9500 

Surrebuttal Schedule BAB-1 
Page 1 of 2 

Staff 
Recotnineudrd Kales 

$31 75 
47 63 
79 38 

I5875 
25-1 00 
508 00 
793 75 

1,587 50 

3,651 25 
6,826 25 

2,540 00 

$3.3350 
5.3950 
7.8500 
9.5380 

$7.8500 
9.5380 

$7.8500 
9.5380 

$7.8500 
9.5380 

$7.8500 
9.5380 

$7 8500 
9.5380 

$7.8500 
9 5380 

$7.8500 
9.5380 

$7.8500 
9.5380 



EPCOR Water Arizona. Inc. 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,2013 
Tubac Water District 

cd 

'od Charge 
9600 

Service Charges 
Ertabhshmrnt or Reestablislmci~t of Semtcc 

nrgular H ~ ~ ~ s  

Regular hours 

After Hours 
Reconnrctlon of Sen--rce(Dchqurnt): 

After IIows 
AIrter Test (If Correct) 
Meter Re-Read (If Correct) 
Dcporit Requmment (Kcndendal) 
Uvoslt Requmment (None KesdentiaI Meter) 

Drposrt Interest 
NSP Check 
Dcfrrred Payment, Per Month 
la te  Charge per month 
After Hours Servtce Charge@) 

Staffs recommendatton 

Charge Charge Total Char s  
Senxe Lux Meter 

$145 I $155 I $600 

Surrebuttal Schedule BAB-1 
Page 2 of 2 

RATE DESIGN (Cont.) 

$30 00 
45.00 

N/! 
N/t  

10.00 
5.00 

(a 
(a 
(a 

25.00 
1.5% per month 
1.5% per month 

N/A 

915 00 
65 00 

35 00 
65 00 
35 00 
25 00 

(a 

(a 

(a 
25 00 

1 5% per month 
1 5% per month 

N/A 

(a) Per Commtssion Rules (R14-2403.B) 
@) After Hours Senxe : After re& workmg hours, on Sahudays, Sundays or holidays d at the Customer's request 01 for the customcis convemence. 

In addtion to the collection of regular rates, the u&q will collect from its customers a propomonate share of any 
pndege, sales, use, and franchse a. Per commission d e  14-2-409D(5). 

Senrice and Meter Installation Charge: 

Meter Slrr 

518 x 3/4-mch 
3/?-mch 
1-inch 
1-1/2-mch 
2-mch Turbme 
2-mch Compound 
3-mch Turbme 
3-mch Compound 
4-mch Turbine 
4-inch compound 
6-mch Turbine 
6-mch Compound 

Total Present 
Charge 

$600 
700 
810 

3,075 
1,875 
2,720 

A4t Cost 
At Cost 
At Cost 
At Cost 
.4t Cost 
.4t Cost 
At Cost 

550 
1,045 

830 1,890 

4.45 
495 
550 
830 
830 

At Cost 
At Cost 
At Cost 
At Cost 
.4t Cost 
At Cost 
At Cost 

255 
315 
525 

1,045 
1,890 

At Cost 
,4t cost 
.kt Cost 
At Cost 
,4t Cost 
At Cost 
At Cost 

700 
810 

1,075 
1,875 
2,720 

At Cost 
At Cost 
At Cost 
At cost 
At Cost 
.4t Cost 
At Cost 

135.W 
Remove from Tanff 
Remove from Tariff 

35.00 
Remove from Tmff 
Rmiove from Tarrff 

35.00 

(a) 
(4 
(4 

25.00 

25.00 
1.5% per month 
1.5% per month 

30.00 



EPCOR Water Arizona, Inc. 
Docket No. WS-Ol303A-14-0010 
Test Year Ended June 30,ZOU 
Tubac Water District 

Minimum Charge $48.24 
1st Tier Rate 165.3300 

1st Tier Breakover 3,000 
2nd Tier Rate $6.8300 

2nd Tier Breakover 10,000 
3rd Tier Rate $8.1800 

3rd Tier Breakover 20,000 
4th Tier Rate $9.3800 

Surrebuttal Schedule AAB-2 

Minimum Charge $31.75 
1st Tier Rate $3.3350 

1st Tier Breakover 3,000 
2nd Tier Rate $5.3950 

2nd Tier Breakover 10,000 
3rd Tier Rate $7.8500 

3rd Tier Breakover 20,000 
4th Tier Rate $9.5380 

Typical Bill Analysis 
General Scrvicc 518 x 314-Tnch Meter 

Prerent l'roposed llollar Percent 
Company Proposed Gallon? Rates Rates Increase IncrLa\e 

Aberage Usage 8,348 $4644 $10076 $54 31 116 94'6 

Median Usage 5,000 $3640 $77 89 $41 49 113 98Yo 

Consumption 

Staff Recommended 

Average Usage 8,348 $4644 $7061 $24 16 5203% 

Median Usage 5,000 $3640 $5255 $16 15 44 35% 

Rates Rates Increase I Rates Increase 

Present & Proposed Rates (Without Taxes) 
General Service 518 x 3/4-Inch Meter 

Gallons Present 
Minimum Charge $24.70 

1st Tier Rate $1.9000 
1st Tier Breakover 3,000 

2nd Tier Rate $3.0000 
2nd Tier Breakover 10,000 

3rd Tier Rate $4.0000 
3rd Tiw Breakova 20,000 

4th Tier Rate $6.0000 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
1 1,000 
z2,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
75,000 

100,000 

$24.70 
26.60 
28.50 
30.40 
33.40 
36.40 
39.40 
42.40 
45.40 
48.40 
51.40 
55.40 
59.40 
63.40 
67.40 
71.40 
75.40 
79.40 
83.40 
87.40 
91.40 

121.40 
151.40 
181.40 
21 1.40 
241.40 
271.40 
421.40 
571.40 

$48.24 
53.57 
58.90 
64.23 
71.06 
77.89 
84.72 
91.55 
98.38 

105.21 
112.04 
120.22 
128.40 
136.58 
144.76 
152.94 
161.12 
169.30 
177.48 
185.66 
193.84 
240.74 
287.64 
334.54 
381.44 
428.34 
475.24 
709.74 
944.24 

95.30% 
101.39% 
106.67% 
111.28% 
112.75Yo 
113.98% 
115.03% 
115.32% 
116.70% 
117.38% 
117.98% 
117.00% 
1 1 6.1 6% 
115.43% 
114.78% 
114.20% 
113.69% 
11 3.22% 
112.81Y" 
112.43% 
112.08% 
98.30% 
89.99?/0 
84.42"/0 
80.44'!'0 
77.44Y" 
75.110/0 
68.42'Yo 
65.25% 

$31.75 
35.09 
38.42 
41.76 
47.15 
52.55 
57.94 
63.34 
68.73 
74.13 
79.52 
87.37 
95.22 

103.07 
110.92 
118.77 
126.62 
134.47 
142.32 
150.17 
158.02 
205.71 
253.40 
301.09 
348.78 
396.47 
444.16 
682.61 
921.06 

28.54% 
31.90% 
34.81% 
37.35% 
41.17% 
44.35% 
47.06% 
49.38% 
51.39% 
53.1 5% 
54.71% 
57.71% 
60.30% 
62.57% 
64.57% 
66.34% 
67.93% 
69.36% 
70.65% 
71.82% 
72.89% 
69.45% 
67.37% 
65.98% 
64.99'% 
64.24% 
63.66%) 
61.99% 
61.1 9% 



EPCOK Water Arizona, Inc. 
Docket No. WS-01303A-14-0010 
Test Year Ended June 34,2013. 
Mohave Wastewater District 

RATE DESIGN 

Surrebuttal Srlicdule HA13 1 

Company 
Monthly Semce Charge Present Propored Rates 

Residentd (per ERL!! $56 55 $81 60 
Commercul (per LRU) 56 55 81 60 

OPA (per FRL! 56 55 81 60 
Large Commerd  72 89 105 1s 

Staff 
Rccommcnded Rates 

575 99 
75 99 
75 99 
93 99 

Commodity Charge - Per 1,000 Gallons 
I I 

Residenual (per ERLq 
Commeraal (per ERE) 

OPA (per ERL? 
Large Commercd $2 2800 $3 2900 $2.9880 

Effluent (Per Acre Foot) 

0 to 24 $227 79 5227 79 $227 79 
25 to 99 227 79 227 79 227 79 

200 to 199 227 79 227 79 227 79 
200 & Above 227 79 227 79 227 79 

Other Semce CharEes 

Establishment or Reestabhshment of S m c e  
Regular Hours 
After Hours 

Regular Hours 
.4fter Hours 

Reconnecnon of Savice (Dehquent) 

Deposit 
Deposit Interest 
NSF Check 
Deferred Payment (per month) 
Late Pa>ment Fee (per month) 
After hour s m c e  charge @ ) 

$20 00 
$30 00 
830 00 

N I P  
N I P  

( 4  
( 4  

$25 00 
N/A 

1 5% per montt 
N/A 

I 

835 00 
$65 00 

535 00 
$65 00 

(4 
(4 

825 00 
1 5% per month 
1 5% per month 

N/A 

$35 00 
Remove from Tanff 
Remox e from Tanff 

Remove from Tanff 
Remove from ranff 

$35 00 

(4 
(a) 

$25 00 
1 5% per month 
1 5% per month 

$30 00 

(.)Pa Commission Rules (R14-2-603.B) 
@)After Hours Semce : After regular workmg hours, on Saturdays, Sundays or holidays lf at the customer's request or for the customer's convenience 

In addiuon to the collecuon of regular rates, the util~ty d collect from its customers a propomonate share of any 
pndege, sales, use, and franchlse tax. Per commlssion rule 14-2-609D(5). 

Semce Line Connecuon Charges 

Residenhal Actual Cost Actual Cost Actual Cost 
Commernal Actual Cost Actual Cost Actual Cost 
School Actual Cost Acmal Cost Actual Cost 
Muluple D w e h g  Actual Cost Actual Cost Actual Cost 
Mohde Home park Actual Coit Actual Cost Actual Cost 
Effluent Actual Cost Actual Cost Actual cost 

Current Charges Proposed Charges Staff Recommended Charges 

Treatment Plant Hook-Up Fee 
Current Charges I Proposed Charges I Staff Recommended Charges 

4 Inch Connecnon $785 00 1 $785 00 1 8785 00 
6 Inch Connemon 1,570 00 1,570 00 1,570 00 
8 Inch Connemon 2,748 00 2,748 00 2,748 00 



EPCOR Water Arizona, Inc. 
Docket No. WS-01303A-14-0010 
Test Year Ended June 30,20W. 
Mohave Wastewater District 

Typical Bill Analysis 
Residentlal 

Surrebuttal Schedule BAB-2 

Present Proposed Dollar Percent 
Company Proposed Rates Kates Increase Increase 

$56.55 $81.60 

Staff Recommended 

$25.05 44.30% 

$56.55 $75.99 $19.44 34.38% 


